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Proxy statements for this year’s 
annual meetings have stirred up an 
old argument. Among the informa- 
tion required of candidates for the 
boards of directors is the amount of 
stock held by each in his company. 
When these holdings are small, as 
they rather frequently are, the im- 


plication might seem to be that they 


think very little of their own com- 
pany’s prospects. A study recently 


| made on this subject shows that di- 


» rectors as groups vary widely in the 
' percentage of their interest in their 





» common stock. American Telephone 
» directors, for instance, hold about 
: three one-hundredths of one per 
cent of the stock; Westinghouse 
» Electric about the same. 


Cuban 
American Sugar directors at the 
other extreme hold over twenty-one 
per cent, and companies like Chrys- 
ler with four per cent director own- 
ership come in between. 


The arguments are not all on one 
side. Ownership of stock certainly 
indicates interest and confidence in 
the concern, but it may conceivably 
induce too great an attention to the 
market price. It may also empha- 
size the personal stake in dividend 
payments to the point where they 
are in danger of being made with 
cash that might better be left in 
the business for future needs. Offi- 
cers who depend on their salaries for 
their living expenses have another 
consideration in the spreading of 
personal risks. To invest all their 
savings in the same business that 
pays their salaries is to overload the 
one basket. Theoretically at any 
rate, a good portion of their resources 
should be kept as far as possible 
from the company and the industry 
on which they are currently de- 
pendent. 

It approaches 


the ridiculous, 





though, to see the president of a 
large corporation, drawing a salary 
of sixty or eighty thousand dollars 
a year, unable to tie up his capital 
in more than ten shares of his stock. 
Even where good justification for a 
small holding may exist, directors 
must remember that the owners of 
the business—the stockholders—sel- 
dom are in position to know of it. 
A policy of encouraging moderate 
investment in their own securities 
among officers and directors should 
not entail any important sacrifice 
of personal interests. As in every- 
thing else the happy medium is most 
difficult to attain but worth trying 
for. No man should be required to 
tie up everything in his own com- 
pany, but directors should have some 
appreciable stake in their enterprises. 
Foresight at this time might fore- 
stall some entirely unnecessary law 
or regulation in the future. 
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Questions of the Day 


Do rising commodity prices indicate an improved 
business prospect or demand for war reserves? 


The recent commodity rise has been too selective thus 
far to permit its acceptance with confidence as a forecast 
of nearby business improvement, and it is to be doubted 
that accumulation of war reserves of materials, which 
has long been going on in some countries, has much to 
do with it. Advance in the composite indexes of spot 
commodity quotations has been chiefly due to sharp 
rally in prices of grains, cotton and silk. The explana- 
tion is reduction or prospective reduction in supply 
rather than increasing demand. Wheat has advanced 


‘more than 11 per cent in the past month, cotton more 


than 7 per cent. Better prices for leading farm staples 
are at least on the favorable side and so is the absence 
of any general downward trend in prices of either indus- 
trial raw materials or finished goods. Firmness in most 
finished goods may suggest early termination of the 
business reaction of the past several months. 


Does the apparent victory of John L. Lewis in the 
recent bituminous coal strike presage a further 
period of serious and general labor troubles? 


Probably not. It does, however, strengthen the posi- 
tion of the United Mine Workers union which is the 
backbone of the C I O movement and its chief source 
of financial support. In gaining a “union shop” contract 
with a large majority of the mine operators Lewis has 
bulwarked his position against inroads from a rival mine 
union sponsored by the American Federation of Labor. 
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While it is possible that the A F of L-C I O war may 
produce other labor troubles, the levels of volume and 
employment in leading mass production industries are 
not such as would normally encourage serious strikes. 


Is all hope of constructive tax revision gone, now 
that Mr. Roosevelt is reported definitely opposed 
to it? 


There is still a possibility of tax revision at this ses- 
sion of Congress, as discussed in a special article else- 
where in this publication. In forthcoming legislation 
necessary to extend certain important tax laws, which 
would otherwise expire either in June or at the close of 
the year, Congress will have a strategic opportunity to 
put over a general revision plan. The conservative ele- 
ment will certainly make the effort, but Administration 
opposition may limit the scope of such revision even if 
it fails to block it completely. 


Assuming the worst, even though most people may 
think it improbable, how would another world war 
affect American business? 


The answer depends upon many wholly unpredictable 
contingencies. The two doubts of greatest economic and 
financial importance would be (1) the length of time 
the war lasted and (2) the question whether this coun- 
try became directly involved. On the basis of historical 
precedent, once a major war starts the odds are against 
quick termination of hostilities—a precedent additionally 
confirmed recently by the lengthy civil war in Spain and 
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the continuing warfare in China. Hence, if a general 
European war begins it would almost certainly result 
in inflation of business activity and prices over an 
extended period. Even if this country took an isola- 
tionist stand, there would be a large increase in exports 
via other non-belligerent countries. Isolation, however, 
is very improbable for majority public opinion now 


favors selling American supplies to Britain and France 
and attack on these nations would strengthen, rather 
than weaken, this sentiment. If we get drawn directly 
into a protracted war, business activity would boom but 
the profit outlook would not be equally favorable be. 
cause drastic war taxes and dictatorial regulation of ow 
entire economy would be inevitable. 





The Trend 


WE LOVE CONGRESS! ... For the first time in years 
there is no ardent desire for an early adjournment of 
Congress on the part of business men, investors and 
traders. On the contrary, the longer Congress stays on 
the job the better they like it. Moreover, there are 
quite a few members of Congress who seem strangely 
loath to hurry through with their tasks and get home 
before Washington’s famed summer weather begins to 
bear down. In contrast, for the first time since the 
New Deal came into power, it is the Administration 
which desires a minimum of legislation and an early 
adjournment. 

This unusual state of affairs is not hard to under- 
stand. The era of piling reform on reform has ended. 
It was controversial reforms and experiments, demanded 
by the Administration, which lengthened all preceding 
sessions back to 1933. Confronted by a majority national 
sentiment for consolidation and rationalization of the 
New Deal, the Administration is now on guard against 
legislative revisions of any of its key measures. Hence 
it wants early adjournment. On the other hand, -the 
longer the session the better chance of some of the 
remedial legislation desired by business men. Then, 
too, some of the Congressional advocates of isolation 
show a determination to stay on the job and keep an 
eye on the development of the President’s foreign policy 
as long as threat of European war hangs over our heads. 

Congress, we love you! 


RISING FARM SUBSIDY... The United States Senate 
has added approximately $338,000,000 to the farm sub- 
sidy, thus increasing the prospective Federal deficit for 
the next fiscal year by something like 10 per cent, and 
it has done so without a record vote. In this fashion 
the advocates of Government economy have supinely 
bowed to our most effective pressure group, without a 
word of protest. The strategy of avoiding a record vote 
will not entirely save them from embarrassment. They 
have made a laughing stock of their hollow pleas for 
retrenchment. 

Secretary of the Treasury Morgenthau admonishes 
that Congress ought to levy taxes to cover this addition 
to the Roosevelt budget. The President is put in the 
weak position of contending that his own pump priming 
deficit of $3,000,000,000 to $4,000,000,000 is all right 
but that the additional deficit for the benefit of the 
farm bloc is too much. 

Here we see the self-perpetuating momentum of the 
New Deal spending policy in its baldest aspect. As long 
as the President and the Chairman of the Federal Re- 


of Events 


serve Board insist that lavish deficit spending is in the 
national interest, Congress will inevitably bow to the 
demands of every pressure group which is backed by 
substantial numbers of voters. “As long as we are 
spending billions of borrowed money, why deny the 
farmers a few hundred million dollars more?” 

There is no end to this vicious cycle in sight, and 
everybody knows that unless a halt is called it will 
eventually wreck the Federal credit. Only a sternly 
resolute leadership from the White House—the kind of 
leadership which Mr. Roosevelt displayed at the start 
of his first term—can possibly check it, but since the 
President has so long espoused the cause of deficit 
spending there seems slight chance that he can or will 
put any effective brakes on the spenders in Congress. 
Thus a most disagreeable and difficult job is apparently 
to be left to the man who eventually succeeds him. 
Meanwhile the only alternative might be a blanket cut 
of a certain percentage of all appropriations heretofore 
made. It would be unscientific, cutting such essential 
spending as is involved in the increased armament pro- 
gram along with other worth while projects—but lack- 
ing a positive budget control by the White House it 
seems to be the only possible way of dealing with the 
pressure groups which are all-powerful when tackled 
individually. 


DEMOCRACY'S CRACKPOTS ... We can take ever- 
lasting comfort in the fact that Democracy’s advantages 
greatly outweigh its disadvantages. We should remind 
ourselves of this, rather than blush with shame, when our 
free system seems at times to produce an annoyingly 
large number of demagogues and crackpots. It also at 
times produces great and selfless statesmen. 

All of which suggests to us that the best thing to do 
with the absurd “war conscription of wealth” plan spon- 
sored by Oklahoma’s Senator Josh Lee is to laugh it off. 
The Senator would “inventory” all wealth and its owners 
would be forced to subscribe to Government bonds, pay- 
ing 1 per cent interest, in proportion to such “wealth.” 
The wealthy would be taken to the cleaners. It matters 
not to the Senator that the greater part of all wealth— 
land, buildings, machinery, etc.—is not liquid. It mat- 
ters not to the Senator that his scheme would force 
liquidation of an enormous volume of corporate stocks 
and bonds, thereby smashing values at a time when con- 
fidence and stability would be highly desirable. What 
the Senator apparently wants, if we get into war, is al 


automatic depression and a bear market that would | 


make all recent deflations seem like prosperity. 
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human nature that it should be 


destructive forces in check. 
Abroad, power politics have 
taken a new turn. The recent 
lull in the foreign news was 
caused by uncertainty resulting 
from the reported military 
agreement between Germany 
and Italy. But Mussolini’s 
speech in Turin on Sunday 
greatly softens the immediate 
danger. It is now evident that 


the purpose of attributing an 
appearance of new and greater 
strength to the axis — another 
strategic move to secure conces- 
sions without war, and deepen 
the defeatist psychology of the 
democracies. 

It would also seem that the 
Nazis are not willing to take the 
risk in the Mediterranean on 
behalf of Italian ambitions at 
this time. Therefore Tl Duce is 
forced to resort to negotiation 
with France for concessions, for 
which purpose he has retained 
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PLAYING POLITICS—AT HOME AND ABROAD 


ore to “power” politics 


in our own country than the fear of a near-term war in 
Europe. Today domestic politics are mainly responsible 
for the present low ebb in business—the manoeuvers in 


and Democrats for vic- 


tory in the 1940 Presidential election on the one hand, 
and on the other, the unwise and hampering New Deal 


venture” capital from 


taking the risks necessary in this period of economic 


It is the height of folly, and a sad commentary on 


so in this major crisis in 


world affairs, with harrowing suspense already taking 
its toll. But, the only way to overcome this funda- 
mental handicap is for business men individually to 
handle their affairs with common sense and balance, 
so that their efforts will act as a lever to hold the 


BY CHARLES BENEDICT 


lini strengthens his position with the small nations in 
Europe, including Poland, by his statement that there 
is no situation in Europe making war necessary. The 
Nazis certainly cannot be pleased with this viewpoint. 

All in all,—I would say that foreign affairs have bet- 
tered rather than grown worse as a result of Mussolini’s 
speech. 

To sum it up: Poland’s courage and firmness, which 
were not in accordance with Nazi expectation, have 
greatly upset the Nazi psychology. The Germans are 
confident only where they are actively taking the offen- 
sive. When it comes to settlement by negotiation their 
domination and tactlessness frequently puts them at a 
disadvantage. Furthermore, when they are checkmated 
in pursuing an established plan, they become confused. 

The sterner attitude of the democracies with regard to 
German plans for the (Please turn to page 156) 





Decisive Market Phase Ahead 


We doubt the recent market stalemate will last much 


longer but have no conviction on short term trend. There 


is enough uncertainty in the general picture to dictate 


caution 


in investment and speculative operations. 


BY A. T. MILLER 


FE: more than five weeks the market has maintained 
a very slow upward trend, with all reactions confined to 
minor technical proportions. At last week’s high the 
industrial average had recovered approximately 40 per 
cent of the March-April decline. The majority specu- 
lative opinion is that this is just a rally in a bear move- 
ment, that it is unlikely to be importantly extended and 
that prices will turn down from a top not higher than 
somewhere within the 135-140 range, Dow-Jones. 

We are frank to say we have no conviction regarding 
the short term outlook except that it seems sufficiently 
uncertain to suggest the wisdom of deferring new com- 
mitments. The type of performance that we have had 
since the lows of April 8 were made can hardly be ex- 
pected to last much longer but some kind of a double- 
cross of the present nearly unanimous short term trading 
consensus would not be surprising. The market seldom 
does what most people expect at the time they expect it. 
Hence we are a bit skeptical of a consensus which holds 
we are very close to a rally top both in points and time. 

In recent years, following periods of concentrated de- 
cline such as that from the March highs to the April 
lows, rallies have tended to recover considerably more 
than 40 per cent of the ground lost in such declines. 
Usually, as after the January war-scare reaction, they 
have made up from 60 to 70 per cent of the decline. A 
rally of such proportions from the April 8 low would 
carry into the range 139-142, Dow-Jones. In the exist- 
ing setting we rather doubt this level will be reached in 
the near future and our guess is that the stalemate may 
either last another week or two or be broken by a shake- 
out reaction which will be of moderate proportions and 
which will be followed by a further attempt at rally. 

Taking a longer look, there is a strong seasonal prece- 
dent for an upward market trend from a May or June 
low and running at least into September in years when 
the economic outlook is not hopelessly bad. We do not 
believe the economic outlook is bad enough to preclude 
such a move—but we are convinced that the major mar- 
ket and business influence is, and for some time will 
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continue to be, the European news. For that reason it 
would be premature now to put down a June-September 
advance as anything more than a possibility. 

Since many observers believe we are in a major bear 
market, which reflects the disappointing course of events 
at Washington and which forecasts further business de- 
terioration, it is perhaps pertinent to note here that our 
contrary view is shared—among others—by Col. Leonard 
P. Ayres in his latest economic and financial summary. 

“The fear of war,” says this economist, “has continued 
to be the most important influence shaping the course 
of business. Ever since the Germans moved into Czecho- 
slovakia in March critical developments have followed 
one another in unending procession. The result has been 
that business men everywhere have continued to be re- 
luctant to enter into commitments, and unwilling to 
participate in speculations.” 

As we have pointed out before, the market’s declines 
and rallies for many months have been geared so precise- 
ly to the European news as to preclude mere coincidence. 

Regarding the bear market theory, Col. Ayres remarks 
that the decline experienced over the past five months 
has not been a reaction of exceptional scope for such a 
period, that it followed an advance which had lasted for 
only seven months—in contrast to past typical up cycles 
of about twenty-five months—and that a genuine bear 
trend would be “a most unusual sort of development in 
the history of market movements.” 

To this we would only add that it would be still more 
unusual for an economic bear market—especially under 
the New Deal rules of the game—to be interrupted by 
two periods of five-week advance as closely spaced as 
the recovery from January 26 to March 10 and the rally 
from April 8 to date. 

It is true that the recent course of affairs at Washing- 
ton has not been to the liking of the big majority of 
business men and investors, and that Government policy 
remains a matter of disturbing uncertainty. The middle- 
the-road New York Times reports that “another series 


of Left-wing recovery and reform moves within the next f 
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few weeks” may be in the making. It adds the following, 


in the words of one of its Washington staff men: 
“Signs, too obvious to be ignored, point to the unwill- 
ingness Of the Administration to take any important 
open step toward mollifying the feelings of business. 
They point, instead, to further possible trouble ahead in 
that they indicate clearly the continuing ascendancy of 
the zealous inner-circle advisory group which in the past 
has taken Mr. Roosevelt on some of his greatest crusades 


for social reform and economic readjustment.” 


Even if this be accepted at 100 per cent accurate, is it 
a valid reason for banking on a business depression and 
a bear market? We think not. It was equally true 
throughout the two-year bull market and business recov- 
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ery of 1935-1937. So far as domestic political factors are 
concerned, the change since 1935-1937 is definitely on 
the bullish side in longer range investment and specu- 
lative interpretation. As a practical matter, Left-wing 
reform is stopped and Left-wing recovery efforts boil 
down to more and better spending. Whatever one thinks 
about New Deal spending—and the third pump-priming 
program which New Dealers are already thinking about 
—it is not the stuff bear markets are made of. 
Whether the present European breathing spell is of 
more than transient significance we do not know. 
At any rate, there is enough uncertainty in the picture 
to keep us leaning to the cautious side in investment and 
speculative operations. —Monday, May 15. 
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Venture Capital 
Must Be Encouraged 


Tax Revision Essential to Revival of New Enterprise 


and Business Recovery 


By JOHN D. C. WELDON 


Wane the long suffering American people still await 
an economic recovery founded on forces more potent and 
enduring than Government pump priming, there are 
danger signs that we are slipping back headlong toward 
the old and bitter fight between the die-hards of busi- 
ness and the die-hards of the New Deal. 

The United States Chamber of Commerce roundly 
condemns almost all of the New Deal and, while many 
of its criticisms are valid, its declaration is weak in con- 
structive alternatives, its demands are impolitic in their 
breadth and its words are wrapped in venom. 

Secretary of Commerce Hopkins promptly replies with 
equal heat that the Chamber of Commerce is “defeatest,” 
that its delegates “spread a lot of gloom around this 
town,” that there is nothing in the present business pic- 
ture to justify gloom and that the Administration will 
in no degree retreat from the New Deal philosophy. 

This is just too bad—for if the New Deal will not re- 
treat an inch and if its opponents, in and out of business, 
will not retreat we have a stalemate that can hardly be 
broken in decisive fashion until the voting public turns 
thumbs down on one of the conflicting groups or the 
other, and that can not be until election comes around 
late next year. Meanwhile the business outlook, barring 
war, is neither as bad as the most bitter Roosevelt-haters 
see it nor as good as Secretary of Commerce Hopkins sees 
it—but just how good or bad our position is depends 
upon whether one’s perspective is long or short and upon 
whether one looks at surface manifestations or funda- 
mentals. 


Depression Range 


Ever since the culmination of the initial New Deal 
boomlet of the summer of 1933, business activity has 
fluctuated up and down within what can accurately be 
called a depression range—never getting back to our 
former levels of prosperity and never sinking to the ex- 
treme lows seen in 1932-1933. Under the New Deal’s 
programs of “recovery-reform-relief” the average of our 
monthly index of per capita business activity over the 
entire period from June, 1933, to date has been approx- 
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imately 78 per cent of the 1923-1925 level. The best 
calendar year in this period was 1937. Comparing it 
with 1923-1925, which the Administration accepts as 
more or less “normal,” the deficiency in per capita busi- 
ness activity was about 7 per cent. Taking the lowest 
calendar year in this period—1934—the deficiency was 
about 53 per cent. For the whole period of seventy 
months—excluding the generally poor first half year of 
1933—the average monthly deficiency has been approx- 
imately 28 per cent. 

We can, of course, continue to have such fluctuations 
under the existing politico-economic factors. Possibly 
the downward fluctuation of the past four months is 
ending and will be followed by another welcome upward 
fluctuation. Possibly this next upward fluctuation can 
take us up to a level only 10 or 12 per cent below normal 
—but what then? If we may judge by the experience of 
the past six years, the upward fluctuations not only halt 
short of normal but are soon followed again by down- 
ward fluctation. 

Now whether they state it publicly or not, surely 
President Roosevelt must know and Secretary of Com- 
merce Hopkins must know that something of vital im- 
portance is missing from the picture. The cold fact is 
that in six years of New Deal experimentation no solid 
foundation for either a complete or an enduring economic 
recovery has been layed. Within the framework of our 
traditional profit system—whose major principle the New 
Deal professes to believe in—there is only one possible 
foundation for such a recovery:—namely, a broad re- 
vival of private initiative, a restoration of tlie specula- 
tive-venture spirit, a renewal of the presently dammed 
up-flow of private capital into productive long term in- 
vestment. 

No enlightened observer can contend that all of the 
obstacles in the path of sustained recovery were put there 
by the New Deal, but neither can it be denied that some 
of the recovery obstacles regarded as of major impor- 
tance by the vast majority of business men, investors 
and speculators were put there by the Government and 
the Government alone. We hold no brief for that ele- 
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> tionaries, but neither they nor other business men write 
the Federal tax laws or dictate the Federal labor policy 
» or determine the Federal utility policy or boss the S E C 
'and the Reserve Board in their complex regulation of 
" the security markets. As regards these matters the re- 
_ sponsibility and the power lies with the Government— 
President, Congress and administrative agencies—and 
not with business men or owners of investment capital. 
As regards these matters the hotly debated issue of 
“cooperation between business and government” is be- 
side the point. As regards these matters the power of 
effective cooperation centers exclusively in the Govern- 
ment. 

Of all the Government-created obstacles in the path of 
recovery, present tax policy is unquestionably the most 
important in both tangible and psychological effects. 
It is evident that majority sentiment in Congress favors 
the idea of tax revision in the interest of business stimu- 
lation. Within the Administration the active advocates 
of tax revision are Secretary of the Treasury Morgenthau 
and Under-Secretary Hanes, and Treasury experts have 
drawn up a definite and constructive plan of revision. 
Press reports leave the President’s attitude open to 
doubt but apparently his position is that he will not exert 
any leadership in behalf of revision and that he does not 
want the Treasury’s plan to be put forward as sponsored 
either by the Administration or by the Treasury but that 
if Congress initiates reasonable tax revision he will not 
actively oppose it. On the other hand, at least some 
Washington despatches paint an even less hopeful pic- 
ture, reporting Mr. Roosevelt has turned thumbs down 
definitely on the Treasury plan and forecasting a fight 
between the White House and conservatives in Congress 
if the latter open up the question of any substantial tax 
changes. 

Either way, hope for remedial tax action now appears 
to rest entirely with Congress. The sooner it tackles the 
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job, the better the outlook for revision. Various nuisance 
taxes, producing some $400,000,000 a year in Federal 
revenues, expire on June 30. In legislating their exten- 
sion, Congress could change other tax laws but the time 
for action between now and June 30 is short. Provided 
they do it before pressure for adjournment becomes a 
major obstacle to any protracted tax debate, the best 
bet of the conservatives is to open up the question in 
extending corporation levies which expire next December 
31 and which are producing $1,300,000,000 a year in rev- 
enues. The President conceivably might veto a $400,- 
000,000 revenue bill but it is to be doubted that he 
would veto a $1,300,000,000 revenue bill, especially since 
such action would relieve corporations of the bulk of 
their Federal taxes until a new revenue law was adopted. 
Hence the tax revisionists in Congress have a tactical 
advantage. 


The Treasury Tax Plan 


The plan favored by Secretary Mergenthau and 
Under-Secretary Hanes is reported to include: 

1. Elimination of the capital stock and excess profits 
taxes and of the last vestige of the undistributed earn- 
ings tax; and substitution of a flat rate corporate income 
levy not to exceed 22 per cent. 

2. Reduce higher-bracket personal income taxes from 
maximum of 75 per cent to maximum of 60 per cent. 

3. Authorize corporations to carry over tax credits for 
losses for three years instead of one year as at present. 

4. Modification of the capital gains tax in an effort to 
encourage investment. 

As here suggested, the revised capital gains tax would 
apply, at existing rates, to 100 per cent of gains realized 
from assets held six months or less, with percentage of 
gains subject to tax decreasing by graduated steps for 
ach additional six months (Please turn to page 153) 
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BROAD POLITICAL CHANGES 


;- New Deal is approaching another of those shifts 
of direction which has marked its zig-zag course during 
the past six years, and Washington is waiting to see 
what signals the quarterback will call for the next play. 
All bets are that it will not be a shift to the right. That 
nebulous thing which came to be called “business ap- 
peasement” has been abandoned, though Congress may 
try to carry the ball in that direction. Look for another 
attack on big business, economic tories, strike of capital, 
another attempt to split off little business and consumer 
goods industries by a defense of spending and aiding the 
depressed third. It may come next week when Roose- 
velt and Hopkins address the Retail Federation. 


Politics Dominate Program 


The Administration is in a bad spot. Business activity 
has not increased as expected; unemployment has not 
decreased enough; farm surpluses are still burdensome; 
a gesture toward business appeasement has had dis- 
appointing results; emphasis on foreign affairs has not 
stilled domestic critics; Democratic party rifts are widen- 
ing; polls show the country expects the Republicans to 
win the next election. Always before in such a situation 
the President has pulled a new rabbit from the hat. 
Rabbits are getting scarce, but F. D. R. is not a man to 
take things lying down; a new blast of some sort is in 
the making. 

This business appeasement thing was not of his idea 
but was sold to him by a group who felt—and still feel— 
that business confidence is essential to that economic 
recovery without which the party will be sunk in °40. 
He went along half-heartedly for a while and pushed the 
starry-eyed reformers a little way into the background, 
but business indexes didn’t jump to the bait the way he 
had hoped and he threw the whole idea over when he 
found that restoring confidence is slow and undramatic, 
that he was accused of abandoning New Deal principles 
—-selling out to the enemy—that businessmen expected 
him to do a lot more back-tracking, that the program 
involved reducing spending and reversing tax policies, 
and that much of his pet social and labor legislation was 
being undermined. The reactionary tone of the resolu- 
tions of the U. S. Chamber of Commerce finished the job. 
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IN PROSPECT 


Mr. R. will not give an inch where “black reactionaries” 
are trying to take a mile. 

So what? The President wants business recovery. He 
is even getting a little worried about the deficit. But he 
would rather have conditions continue the way they are 
than do all the things business says is necessary to bring 
about recovery, reemployment, and a higher national 
income. He thinks business is wrong and the New Deal 
theories are right and that if he sticks to his old course 
conditions will improve in spite of the doubts and fears 
of business leaders. And if they don’t improve he prefers 
to go down fighting for his social ideals rather than 
abandon pump-priming, federal subsidies, government 
regulation, taxation of wealth, aid to the underprivileged, 
wet-nursing labor unions, and the rest of the program. 
The fair-haired knights of relief and reform are in the 
saddle again, and the group who would accent recovery 
at all cost get the wet blanket. 

The President knows big business is against him. He 
has been hearing tales that capitalists are telling each 
other they don’t intend to make investments, start new 
enterprises, hire more men, if this would result in making 
business good enough to reelect a New Deal administra- 
tion in 1940. Whether true or not, such stories rouse 
his wrath. It would not be surprising to see another 
administration accusation that “capital is on strike” for 
political purposes, along the order of the “60 families” 
talk of a year and a half ago. Little business he will woo 
by promises of holding up consumer purchasing power 
through subsidies and minimum wage regulations. 


It's Up to Congress 


The uncertain factor is Congress. Congress is still in 
session and will be for a couple more months at least. 
and most Congressmen are good enough politicians to 
rise above principle if their jobs are at stake; they would 
rather get reelected than go down fighting for an ideal. 
and they have been hearing from home that if business 
doesn’t pick up within the coming year there is going 
to be a housecleaning in Washington. Also a goodly 
number of them are impressed with the idea that busi- 
ness confidence is the catalyst now needed to precipi- 
tate recovery. This doesn’t prevent them from voting 
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heavier appropriations for constituents, but it will keep 
most of them from joining a new spree of business- 
baiting. If Roosevelt takes the expected new left tack, 
the Congressional Democrats who see political salvation 
only in a private business recovery will be in a fix; they 
don’t want to foreswear New Deal objectives, don’t want 
to be labeled reactionaries, don’t want to split the party; 
they are afraid they can’t win with Roosevelt and afraid 
they can’t win without him. Most of them will try to 
carry water on both shoulders as long as possible—talk 
liberal and act conservative. But the cleavage in the 





ranks is deep and growing wider, and the President can’t 
reverse the business appeasement sentiment in Congress 
as he can in the Departments. 

If the Republicans can keep relatively quiet, not make 
it a partisan issue as they did on extension of emergency 
monetary power, the prospect is that conservative Demo- 
crats will politely ignore the President and do some 
of the things business wants done. This might be 
enough to bust the party wide open, but probably 
not enough to form a solid foundation for genuine 
business confidence. 





CAPITAL BRIEFS 


Wagner Act amendments will be stalled off as long as 
possible and nothing very sweeping is expected this 
session. There may be Congressional direction to 
N L R B to permit employers to petition for elec- 
tion, to safeguard existing union contracts, to clarify 
Board’s standards of appropriate bargaining unit, and 
to regulate the timing of hearings on complaints. All 
these could be accomplished by regulation without legis- 
lation, and there are signs the Board may do this 
if it would head off Congressional 
action. 


Relief appropriations will not be 
greatly reduced for next year and 
no radically different system will be 
improvised. Congress will have 
more to say as to organization set-up, 
certain types of projects will be 
dropped, strings will be put on the 
money, and attempt will be made 
to keep out politics and radicalism. 
But federal relief will continue. 


$ E C has been ordered to turn the 
heat on utilities and “Wall Street.” 
Holding company — reorganization 
plans are being held up. The pub- 

lie ownership crowd is much ex- \ 
cited over one disclosure of utility 
political contribution. Leon Hen- 
derson will call the turn; he kept 
the monopoly inquiry from falling 
into radical hands, but in the 
SEC he will be closer to White 


Wide World Photo 


House influence. 
Coal Commission abolition is a slap to John L. Lewis 
but a bold and commendable blow at bureaucracy. 
Commission has been notoriously inefficient, dilatory, 
political, expensive. With Ickes running it there will at 
least be some show of results and probably a needed 
housecleaning. Movement grows to drastically revise 
the Guffey Act. 


Anti-trust policy statement long-promised by Murphy 
has been revised and delayed so often it has become a 
joke and officials wish it had never been mentioned since 
it is now practically meaningless. Department’s vague 
promises of vigorous but selective enforcement, economic 


| MAY 20, 1939 





Harold Ickes, Secy. of Interior—His de- 
partment will expand its jurisdiction 
under Reorganization Plan No. 2. 


rather than legal results, and business conferences with- 
out commitments, don’t hold out much hope to busi- 
ness for anything like a workable plan for self-regulation 
without criminal jeopardy. Even vaguer idea of friendly 
intervention by Department of Commerce, being tried. 
out timidly in West Coast oil case, does not have very 
wide approval in officialdom. 


New reorganization plan contains much dynamite. 
Politically, most important aspect is: 
transfer of National Emergency 
Council functions to White House. 
N E C has always acted as a political 
instrument, closely directed by 
Roosevelt, but the transfer gives 
him pipelines of information and 
strings on political activities and 
opinions of state and federal officials 
throughout the country such as no 
President ever had before. It can 
be a device to short-circuit Congress. 
and greatly enhance extra-legal 
powers of the Executive. 


Foreign service consolidation has. 
much to commend it on paper, but 
business is not pleased at Commerce 
Department’s loss of its commercial 
intelligence service. State Depart- 
ment is politically minded rather 
than business wise, and our diplo- 
mats, unlike those of some nations, 
are bored with reporting statistics 
and specialized business trends, disdaining to run busi- 
ness errands and act as commercial salesmen abroad. 
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“Excess taking" idea Roosevelt has toyed with before 
is now formally recommended in superhighway report. 
Under this, government would condemn wide areas along: 
new roads and perhaps other public works to prevent 
adjacent land-owners from profiting and would go into 
the land speculating business, using profits from future 
sales to repay part of construction cost. 


War preparation plans have reached the point of draft- 
ing half-dozen standard contract forms to replace 200- 
odd forms used in last war. This to avoid difficulties over 
cost-plus cancellations, and other controversial features. 
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Can American Living Standard 
Continue to Lead the World?— 
How Vital Is Our Foreign Trade? 





By CYRUS G. V. WHITE hal 










This discussion presents a point of view— 
not a panacea. It is not intended to involve 
politics, although the subject has been fought 
over along those lines for many years. If you 
can forget you are a Democrat or a Repub- 
lican, forget the old free trade-protection 
alignment, you may find here something 
highly important and timely in terms of the 
future we all have to face. Mr. White sees 
great hope that Europe’s and Asia’s prob- 
lems can be kept separate from our own, and 
we are inclined to believe he is right. Editor. 


aiid is in the air we breathe; and like 
the atmosphere, always surrounds us, rarely 
is visible. The facts that are true today ap- 
pear solid, yet they are in motion, the only clue to what 
is going on being a comparison of the present with a 
situation of the past. Even then it is difficult to realize 
that the same process is continuing into the future. 
Just as our economy grew from that of a trapping and 
hunting outpost through all the stages to industrial 
world leadership, it is at this moment shaping its form 
for tomorrow. Whether it will be better or 
arguable; the certainty is that it will be different. 

At the top of the last boom we became suddenly aware 
of our importance in the world. Having already proven 
our industrial and military strength in the war, having 
become a creditor nation instead of a debtor by the sheer 
weight of our production in excess of consumption dur- 
ing the years when we hardly realized our progress, 
we saw foreign trade rise to new heights in the late 
twenties. We were to be bankers to the world. Interna- 
tionalism was to mean an American automobile, tractor 
and lighting system in every farm on the globe. Our 
internationalism was so benevolent that it contemplated 
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Trend of Our Economy 
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an equal standard of living for all countries, with the 
assumption that foreign standards would be raised to 
our level, never ours lowered to theirs. 

Today we have every element of strength present tet 
years ago, while many other nations have slipped des- 
perately near the breaking point. Their desperation i 
our danger. The new methods of fighting for foreign 
trade—barter deals, currency depreciation, exchange 
restrictions, coercion by threats or by actual war, the 
invidious economic diplomacy—have made our concilit: 
tory approach old-fashioned. A certain amount of for- 
eign trade will probably always be ours on the basis 0! 
overwhelming competitive advantages, but if we are to 
regain and keep the pace of our former leadership we 
must use the weapons named by our antagonists. Evel 
if we fight for the world’s trade and succeed in keeping 
out of war while doing it, there is no assurance that we 
can outbargain nations hungry enough to go through 
the most terrific hardships to maintain their existence. 






Is this a completely black outlook? Does it meal} ” 
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disaster to this country to give up some markets to other 
nations who will stop at nothing to get them? An in- 
creasing number of Americans have come to believe 
that the answer is an emphatic no. They see foreign 
trade as a profitable yet distinctly minor part of our 
- economy. Profitable, but hardly enough so to pay for 
> one war in which it might involve us. Minor because 
in its palmiest days it barely equalled a tenth of our 
total business, and as a nation we are still trying to 
collect the payments on much of our vaunted “export 
Balance.” 

The United States is one of the few countries in the 
world able to assert virtually complete independence of 
| foreign trade. Run your eye down the list of our prin- 
\ cipal imports shown on this page. Keep in mind 
' while doing it the earlier remarks on how great a part 
' change is playing in our economy. Ten years ago most 
of the specific imports came under the heading of indis- 
' pensable requirements from abroad. Crude rubber is 
» today still highly important; if we were to depend upon 
' the synthetic substitutes for total supply there would 
» be a very large increase in cost. Every year, however, 
| progress is made in lowering the price and improving 
| the usefulness of synthetic “rubbers,” many of which 
} you use without knowing the difference, and if given 
the aid of greatly increased volume, manufacturing 
» costs would undoubtedly plummet at once. Raw silk 
_ needs little comment. We have passed the stage of 
' “substitutes” and arrived at the point where the silk- 
' worm can be beaten at his own game, ready to produce 
_ fabrics designed for particular purposes and superior in 
all ways to the old ones. Even coffee is a problem which 





























Sugar? There are millions of acres of land waiting to 
be sown to beets; railroads and trucks to carry them; 
machinery manufacturers to attend to processing them. 
Wood pulp and newsprint alike are imports without 
which we would be better off in the long run. Our 
Southern forests are only now being put at work they 
should have long had; Southern labor is finding an 
important aid to diversification of demand. Imports of 
nickel from Canada have these justifications: they are 
from a friendly neighbor whose problems are much like 
our own; and they go as a minor part into highly proc- 
essed finished goods. However, the progress in alloying 
metals would soon overcome to a great extent our lack 
of nickel, if that were ever necessary. 

Tin is one of our important needs, as shown by efforts 
of the Government to swap agricultural products for 
this metal and rubber. Nevertheless we could do without 
it very well in any of several ways. Both glass contain- 
ers and processed paper cartons have usurped many of 
tin’s functions. Where metal cans are necessary, alu- 
minum could do the job, or a very thin coating of that 
unwanted metal—silver. Research on methods of han- 
dling silver has progressed very near the point where 
it could be used as a practical coating for the interior 
of the familiar cans which are today mostly steel with 
a very thin coating of tin. Such essential fertilizer ma- 
terials as potash and nitrates have been dwindling in 
their ranking as indispensable imports. Nitrates we now 
take from the air and potash could be wrested from the 
rocks if the need were pressing. Cotton manufactures 
is an item eloquent in itself. There is no reason why 
the greatest cotton growing nation in the world should 





















the chemists assure us needs only the inducement for import any kind of manufactured cotton goods. 
_ solution inside the laboratory. At worst we could follow That ends the list of imports which bulk large in 
| the German and Italian examples and discourage the dollar value. It contains not a single item we could not 
_ use of the beverage. produce in this country or do without. And when you 
PRINCIPAL ITEMS IN U. S. TRADE 
Imports Exports 
1938 1938 as percentage of 1938 1938 as percentage of — 
(milliens) 1929 1932 (millions) 1929 1932 
with the Total Crude Materials. $576.4 37% 160% Total Crude Materials $594.4 52% 116% 
raised to Rubber. . . 129.5 54 398 Cotton... . 228.7 30 66 
: Tobacco... .. 155.7 107 236 
Raw silk i 21 
= = Petroleum (crude) 111.7 296 412 
‘esent tell F Total Crude Foodstutt . 4 
a ee sea . = Total Crude Foodstuffs 249.0 92 279 
yped des Coffee... . 137.8 46 101 x... 94.5 277 
era t on I Total Manufactured Foodstuffs 310.7 73 179 Wiest. . . —_ ss aa 
Ls pee Cane sugar (Philippines) 46.2 92 “B1 Total Manufactured Foodstuffs 184.1 38 121 
exchange “ (ether). 2 53 214 
eee the (other) = Total Semimanufactures. . . 505.8 69 257 
war, a Total Semimanufactures 385.0 43 177 Petrol (semimanufactures). . . . 80.4 130 300 
- concilia: Wededte. 72.8 82 155 Iron & steel (semimanufactures) 131.9 127 908 
t of for ‘ al ‘ Iron & steel scrap... .. 45.8 592 * 
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f i Aircraft and parts... . . 68.2 747 858 
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, ie os Total Imports........ ..$1,960.5 45% 148% Total Exports... . _.$3,094.1 59% 192% 
throug 
ee U.S. Dept. of Commerce figures. *—Over 1000%. 
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Imports of Trade Agreement Countries 


U. S. Department of Commerce Figures 


1938 Imports Change in 1936-38 


Country (000) Over 1934-35 
Cuba: 

i $106,007 +33.8% 

United States... . nates 75,152 +58.6 

Germany........ ee hy 4,751 +40.0 
Belgium: 

en ; ; 766,616 +26.8 

United States....... = : 86,454 +53.8 

Germany....... pert : 87,774 7.4 
Sweden: 

|” eee ae 521,192 +38.6 

United States... .. ‘ 84,743 +65.4 

Germany...... 111,601 +17.8 
Brazil 

|. RSSeence ae 295,389 +34.5 

Co a ee 71,508 +33.2 

PRIN os ai6cio5s xinccdmeunecses . 73,809 +85.5 
Canada: 

Se ae aoe 672,606 +33.4 

MIND oe 5 na Scag a ccoes oS se S0Re 421,512 +42.1 

Germany. ..... : : : 9,889 —23.5 
Netherlands: 

TEAST ct ick un nerd ¥owsbne : 778,275 +13.9 

United States. . er we 84,369 +51.3 

Germany. ..... : 165,524 — 8.8 
Switzerland: 

SEER ee te eee an 367,499 —11.13 

United States... : Sy 28,646 +11.0 

Germany.... F Ay : 85,324 —26.4 
France: 

|_| Era ee ere een ameter ; 1,324,257 + 4.8 

United States... .. . 150,763 +18.5 

Germany...... : 90,883 —16.1 


Six Latin-American Countries: * 


Told: ...<.<. 140,347 +39.1 
United States. . : 68,032 +47.8 
Germany.... 28,537 +71.3 


*Haiti, Colombia, Guatemala, Nicaragua, El Salvador, Costa Rica. 





think of it, it solves most of the export problems. We 
can ship all the cotton and tobacco and corn and wheat 
the world can use—and pay for. As for export subsidies 
so that the foreigner can buy them cheaper than they 
can be had in this country, the idea might better be 
called hopeless than ridiculous. Competing on its own 
terms against government by edict is a losing game. 
The same amount of money spent in finding new uses 
for cotton, of which the possibilities are far from ex- 
hausted, or in helping a changeover to production of 
other needed raw materials, might double its weight. 
Aside from manufactured articles, the balance of major 
exports are goods that should be kept for our own use 
—principally petroleum and iron and steel. There is no 
reason why the resources that have helped us to great- 
ness should be shipped abroad simply that we may have 
our proper share of foreign trade or that we may have 
an export balance. Such considerations are temporary 
and our resources are, after all, finite. As for autos and 
machinery and aircraft, the more we can sell the better, 
provided we insist upon a good profit and insist upon 
payment, preferably, of course, in non-competitive goods. 
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worst penalties. England wanted her colonists to trap 
beavers here, ship the skins across the Atlantic, anj 
then buy the hats she would ship back to us. She looked 


upon us as many countries are looked upon today~f 


natural sources of raw materials, natural markets fo 


finished products, and, unfortunately, natural bones o f 


contention. We have no need for them in any role be. 
cause we have both the produce and the buyers inside 
our own boundaries. 

Our former export level was made possible by three 
main causes: a world boom; the demands of reconstruc. 
tion after the war; and the miraculous discovery by the 
rest of the world of a country able to produce the best 
of goods and anxious to lend the money with which 
to buy them. It was too good to last. From almost ten 
billions in 1929 our trade slumped to less than three in 
1932, and even in 1938, which must be mentally adjusted 
for the devalued dollar, we barely came back across 
the halfway mark in recovery from the depression. The 
United States had more to lose, and did actually lose 
more, than any other nation in the world from the 
depression that set in ten years ago. 

Whether it was entirely our own fault or not is beside 
the point. The question is, shall we lay ourselves open 
to the same sort of slump originating in central Europe 
or in northern Africa in the future, or shall we try to 
insulate ourselves? The elements of a stable economy 
are inherent in this country, that is to say the raw 
materials, the productive facilities, the populace eager 
for better living conditions and therefore eager to con- 
sume. If we depend upon foreign markets we must 
depend upon them in more than one way. They can 
produce booms, but they can also bring about depres. 
sions. If we are not ready to fight for them with our 
army and our navy, we must be ready to lose them. If 
our economy has been geared to depend upon them, we 
must accept depressions as a matter of course whenever 
misfortune comes to any of our important customers. 

Commenting on this dependence, two collaborating 
students of business movements (Axe and Houghton) 
have a pertinent word: “A comparison of the course of 
our foreign trade with that of business during the past 
fifty years indicates clearly that variations in foreign 
trade have normally had little influence on the course 
of American business. Of the twelve important business 
revivals that occurred over this period, seven took place 
in the face of either low or declining export trade.” 
Only if we deliberately increase our dependence on ex- 
port business will there be danger that our destiny will 
be taken out of our own hands and scattered throughout 
the world. Aside from the fact that relatively few work- 
ers depend on exports for their livelihood (read George 
N. Peek’s “Why Quit Our Own” for the figures) there 
is the revealing thought that a 100 per cent increase in 
our foreign trade wouldn’t equal a 5 per cent gain i 
domestic business. That small increment to our ecot- 
omy, could be accomplished, as the youngsters say, with 
one arm tied behind our back. 

In the days when foreign trade was still a business, 
conducted between individuals of various countries for 
profit, transactions were clear and direct, Jones & Co. 
of New York and Schmidt (Please turn to page 154) 








THE MAGAZINE OF WALL STREET 


We made our greatest growth without foreign trad. F 
We fought a revolution to get away from some of it 
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i CONSUMPTION GOODS STOCKS AND CYCLICAL STOCKS COMPARED 
25000 
| | | 
VALUE OF 10 | 
ee CONSUMPTION GOODS STOCKS Va sn | 
. 
Ps ™ 
15000 . [A GES 7 T me 
ae \ Pi | 
‘ ? 
Po SA Le 2” | 
10 000;-——_ *% Se Pa 
N L-- VALUE OF 10 | 
% a CYCLICAL STOCKS 
o* 
5000 sa = |} ———--— 
4] 
a 
< 
J I I I I = I 
8 — INCOME ON $10,000 INVESTED IN CYCLICAL STOCKS 
INCOME ON $10,000 INVESTED IN CONSUMPTION GOODS STOCKS| ~— = 
1000 — —}————++ + | 
500 4 — j—___ | 
0 
1925 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 
CONSUMPTION GOODS STOCKS CYCLICAL STOCKS 
American Chicle Endicott Johnson Allis Chalmers General Motors 
Coca Cola Parke Davis Amer. Car & Foundry Caterpillar Tractor 
Kroger Grocery Proctor & Gamble Anaconda International Harvester 
General Foods . S. Tobacco Fairbanks Morse . S. Gypsum 
Liggett & Myers B Woolworth General Electric U. S. Steel 











Safest Industries 


for Current 


Investment 


Security of Principal — Income — Modest Capital Enhancement 


ee 

™ First” is always the 
No. 1 investment principle, or 
should be, but under present highly 
uncertain world political and eco- 
homic conditions the preservation of investment capital 
and the security of income derived therefrom are becom- 
ing both more vital and more difficult. 

Yet there are certain industries which today, as for 
many years gone by, offer sound investment opportu- 
nities. They have one common characteristic—relative 
stability of consuming demand. That, of course, is not 
the whole story. Although, with few exceptions, stability 
of earning power and dividend yield is confined to enter- 
prises making or dealing in consumption goods, by no 
means all enterprises so favored have stable earning 
power. For instance, meat packing is a consumption 
goods industry of notoriously unstable earning power. 

There is no need to complicate the problem by strain- 
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BY J.S. WILLIAMS 


ing at economic definitions. As re- 
gards that proportion of funds 
which it is desirable to place in com- 
mon stocks, what investors lean to 
under present conditions is the “storm cellar” type of 
equity regardless of what industry or branch of industry 
it is to be found in. There are a number of such stocks. 
Moreover, without undue departure from conservatism. 
one can readily supplement such a “negative” list with 
a few compromise equities which are neither “storm cel- 
lar stocks” nor “prince and pauper stocks” but semi- 
cyclical issues which offer both assurance of some income 
and potentiality of capital enhancement. 

Among industries in which we can find companies 
meeting the investment requirements here set forth the 
food industry comes first to mind, along with such re- 
lated fields as beverages and chewing gum. Here there 
is a wide latitude of choice, a fair number of stocks of 
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Courtesy Sutherland Paper Co. 


investment or semi-investment quality and an even 
greater number which the conservative investor might 
better pass up. 

In this field, with the physical volume of consumption 
notably stable, the most vital question is profit margins 
and earnings trend. Competition is intense and for most 
enterprises in the food business the long term trend of 
unit profit margins is downward. Some companies man- 
age to offset this handicap and maintain satisfactory 
carnings through successful promotion of enlarged sales. 
Others at times—and now is one of the times—give the 
impression of having made a major turn for the better 
when all that has happened is that low cost raw mate- 
rials have given them an advantage which will disappear 
when, as and if prices of materials rise again. Even in 
relatively favored branches of the business, such as pack- 
aged foods and chewing gum, the individual effectiveness 
of managements, as reflected in success of the all-impor- 
tant promotional programs, varies greatly. 

Among the better known packaged food companies, 
the two best, in the writer’s opinion, are General Foods 
and Beech-Nut Packing, with the latter the more suc- 
cesful in maintaining long term profit margins and sat- 
isfactory level of earnings per share. Standard Brands 
has suffered a rather severe long term profit shrinkage. 
Such specialties as Cream of Wheat, Hecker Products 
and Quaker Oats are not without merit but lack the de- 
sirable investment quality of diversification. In chewing 
gums, which incidentally are a major source of Beech- 
Nut earnings, both American Chicle and Wrigley offer 
safe and attractive returns but the performance of Amer- 
ican Chicle over the past decade has been superior. 

Among soft beverages, Coca-Cola is unique and has 
maintained an outstanding investment merit for many 
years. High prices for sugar could lower its profit margin 
slightly and in some areas there is increasing competition 
but its long term earnings growth—a new high record 
in the first quarter—has vet to be checked. In hard 
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liquors prices have decline 
about 50 per cent since 1934 an( 
profit margins in proportion. The 
industry is not yet shaken dow 
to competitive stability and js 
without attraction. 

In the dairy products division 
there has been a modest im. 
provement in earning power of 
doubtful longer term signif. 
vance, especially since this has 
become in considerable degree 4 
politically regulated business, 
The baking branch over the 
past year has been helped by 
low cost raw materials but can- 
not be relied on to maintain re 
cent profit margins. The vege. 
table canners, meat packers and 
corn products refiners are sub- 
ject to relatively wide fluctua- 
tions in year-to-year earning 
power because of price-cost fac- 
tors beyond their control and 
only partly related to stable 
consuming demand. In contrast, 
the leading flour millers—especially General Mills—have 
an enviable record of earnings and dividends, and a good 
1939 outlook. Among specialties, Hershey Chocolate— 
as shown by the collapse of earning power in 1937—is 
subject to the hazards of fluctuating cost of cocoa; while 
Mead Johnson & Co., leading maker of infant foods 
continues to maintain its long record of excellent earm- 
ings and generous dividends. 

The grocery chains are food merchandisers and worthy 
of investment attention, especially since the threat of 
punitive taxation has passed its peak and profit margins 
at least through this year can be expected to be gener 
ally favorable. Among the best are First National Stores, 
Jewel Tea, Safeway—of which there is a special analysi 
elsewhere in this publication—and Kroger Grocery. 

To recapitulate, some of the more attractive food 
stocks are Beech-Nut Packing, General Foods, American 
Chicle. Coca-Cola, General Mills, Mead Johnson, First 
National Stores and Jewel Tea. 

Earnings of companies manufacturing textiles and 
clothing are among the most unstable in the field of con- 
sumption goods. There are recurrent cycles of factory 
overproduction bearing scant relationship to ultimate 
consuming demand, especially in cotton textiles. Shar 
fluctuations in raw materials cost plague both the cot 
ton and wool goods branches. Rayon has by far the bet: 
ter long term outlook but to date the record of earning: 
and dividends here lacks conservative investment appeal. 
In the textile field both Cannon Mills and Adams 
Millis have fairly consistent earnings records but cot- 
sumption good stocks of greater appeal are not hard te 
find. In the shoe manufacturing industry, the long term 
profit margin trend must be viewed with caution, 4: 
though in most cases present liberal dividend yield 
appear secure for some time to come. In the writer’ 
opinion, the best bet in the shoe field is not a manufac 
turer but Melville Shoe, a notably successful chain stor 
merchandiser of men’s footwear and hose. It is not sub- 
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> has maintamed close control of operating costs and has 
' -ffectively met tightening unit profit margin by sales 
promotion. 


One of the most stable fields of consumption goods, 
as well as one enjoying a gencrous profit margin, is phar- 
maceuticals and proprietary products. For the majority 
of enterprises in this field, demand has little or no rela- 
tionship to the general economic trend or to doubts re- 
gardiag the question of peace or war in Europe, and 
fluctuations in costs of raw materials are not of major 
significance. 

On strict investment principles, such leading makers 
of pharmaceuticals as Abbott Laboratories and Parke, 
Davis have an edge over the makers of proprietary prod- 
ucts. The business is even more stable than that in pro- 
prietary brands; it has greater potentialities for long 
term expansion as the progress of medical science devel- 
ops new products; it is less dependent on costly adver- 
tising; and is less influenced by regulatory legislation 
present or potential. 

Among the many manufacturers of proprietary prod- 
ucts, two of the best are Sterling Products and Bristol- 
Myers, each affording stable earnings at a good level and 
dividend yields both attractive and secure. 

Although some investors have a personal prejudice 
against the pawn broker business, it is perfectly legal 
and people do insist on their right to borrow money. 
The loan business and earnings of Household Finance 
and Beneficial Industrial Loan are largely immune to 
the business cycle, and earnings and dividends are 
secure and attractive. 

The oil industry is preponderantly a consumption 
goods industry, favored not only by stable demand for 
gasoline and motor oil—subject of course, to a large sea- 
sonal factor—but by a long term upward trend of con- 
sumption. Its troubles are on the supply side. Over any 
extended period fluctuations in 
profits and dividends are con- 
siderable and the equities can 
hardly be considered as “storm 
cellar” securities. 

Paper, tin and glass contain- 
ers are largely dependent on 


consumption goods demand. 
Unsatisfactory profit margins 


characterize most companies in 
the paper industry. Among the 
few offering even semi-invest- 
ment attraction are Scott Paper 
and Sutherland Paper. Ameri- 
can Can and Continental Can 
are good quality companies 
Whose profit margin is less sat- 
isfactory than formerly, who are 
subject to the general business 
cycle in respect to demand for 
some types of containers and 
whose 1939 prospect is to some 
extent clouded by heavy sup- 
plies of some major varieties of 
canned vegetables. Over the 
past decade the performance of 
Owens-Illinois Glass has been 


Courtesy National Biscuit Co. 
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the most notable among the large container makers, but 
nevertheless fluctuations in per share earnings are con- 
siderable. 

The motion picture industry may be considered a con- 
sumption goods business without investment attributes. 
Theater patronage is by no means immune to the ups 
and downs of the public’s income, although naturally far 
more stable than the steel business or the machinery 
business. Feature productions involve tremendous costs 
and may or may not prove to be box office hits. Foreign 
business accounts for 30 per cent or more of revenues 
of most leading producers, is on the decline and would 
be hard hit in event of war in Europe. Finally, company 
officers, directors, stars and writers are surer of their 
big money than are stockholders. 

As far ahead as can be seen, the outlook appears good 
for the more efficient types of retail merchandising, espe- 
cially the mail order and variety chain concerns. Profit 
margins are favorable. For some companies recent sales 
and earnings have been at or near record highs. This 
kind of business will not be importantly affected by 
European war alarms, nor would it fare badly if actual 
war came. There are many sound stocks in the group, 
including such leaders as J. C. Penney, Montgomery 
Ward; Sears, Roebuck and Woolworth. Smaller chains 
which have shown an excellent performance in recent 
years include G. C. Murphy and H. L. Green. 

From an investment viewpoint the chemical industry 
is interesting in two respects. First, it is a semi-consump- 
tion goods industry in that a major portion of its prod- 
ucts are utilized by relatively stable consumption goods 
industries. This means that under unfavorable condi- 
tions the volume and earnings of diversified chemical 
makers do not suffer as sharp a cycle of decline as such 
“prince and pauper” fields as steel, building materials 
and producer goods in general. Second, of all major in- 
dustries chemicals enjoy the (Please turn to page 152) 





The largest selling crackers in the World—Ritz, on the way to be packed. 
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Oil Fields of the 
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—___ is one of the most essential commodities 


of war. The abundance of its supply may determine 
victory or defeat. Hence the world scramble for its 
sources. 


As war clouds lower, the questions of who has enough 
oil and where the principal nations who do not produce 
it in sufficient quantity to supply their own needs, fill 
their requirements, become of unusual interest. 

The map above shows at a glance that known and 
workable sources of petroleum are not by any means well 
distributed with respect to national boundaries. Aside 


from the United States, the big producers are not large 
consumers, while those whose requirements are heavy, 
must, in many cases, rely on foreign sources—and 
sources which may be closed to them in time of war. 
Peace time sources are indicated in the table at the right. 
Percentages show the approximate proportion of total 
requirements imported from each source wherever fig- 
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ures are available to make such estimates possible. 

World war, with its attendant blockades, would result 
in vigorous exploitation of every European and Asiatic 
field. The currently declining Rumanian fields would 
be subject to extensive new drilling. Both Iran and 
Iraq would be sought-after prizes and vigorously con- 
tested. Valiant efforts would undoubtedly be made by 
both sides to maintain shipments from the rich fields 
of South America. Such American companies located 
there, as Creole Petroleum, International Petroleum, 
Texas Corporation, Socony and Gulf, would do a thriv- 
ing business. Royal Dutch Shell would participate both 
from South American holdings and from the Dutch East 
Indies. Union Oil and Standard Oil of California are 
huge exporters of domestic petroleum products to the 
Far East and the latter company, with Texas, also has 
interests in the Bahrein Island field, which is now sell- 
ing to both China and Japan. 
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Where Countries with Insufficient Supply Get Their Oil 


Country Imports principally from: Country Imports principally from: 
MGQICIN GD ole 5c:2507</c10 elo eiere 38% Venezuela—Dutch West Indies OCU ea waclavca ccrcaorelacre 60% United States 
19% Iran 20% Rumania 
18% United States 10% Iraq 
8% British Colonies MOM a aaivrdceeteeseue 65% United States 
4% Iraq .... Mexico ; 
-... Dutch East Indies 
PROMOO) 515) 5 .6!oisicnevcicrsesere .... Iraq +++ Bahrein Island 
30% United States NN ig sv cacniees 40% United States 
.... Rumania --.- Dutch East Indies 
.. Venezuela .-.+ Bohrein Island 
...- Colombia Argentine ............. ... Peru 
coos POE .-.- United States 
+++ Dutch West Indies 
GOTMORY oiscecscnoces .-.. Venezuela z 
United States CI os ot as sahara a ere United States 
«eee Colombia 
Mexico eeee Peru 


10% Rumania eee Venezuela 
Percentages, wherever possible, show approximate proportions of total requirements derived from each source. 
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= is one of the most essential commodities 


of war. The abundance of its supply may determine 
victory or defeat. Hence the world scramble for its 
sources. 


As war clouds lower, the questions of who has enough 
oil and where the principal nations who do not produce 
it in sufficient quantity to supply their own needs, fill 
their requirements, become of unusual interest. 

The map above shows at a glance that known and 
workable sources of petroleum are not by any means well 
distributed with respect to national boundaries. Aside 
from the United States, the big producers are not large 
consumers, while those whose requirements are heavy, 
must, in many cases, rely on foreign sources—and 
sources which may be closed to them in time of war. 
Peace time sources are indicated in the table at the right. 
Percentages show the approximate proportion of total 
requirements imported from each source wherever fig- 
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ures are available to make such estimates possible. 

World war, with its attendant blockades, would result 
in vigorous exploitation of every European and Asiatic 
field. The currently declining Rumanian fields would 
be subject to extensive new drilling. Both Iran and 
Iraq would be sought-after prizes and vigorously con- 
tested. Valiant efforts would undoubtedly be made by 
both sides to maintain shipments from the rich fields 
of South America. Such American companies located 
there, as Creole Petroleum, International Petroleum. 
Texas Corporation, Socony and Gulf, would do a thriv- 
ing business. Royal Dutch Shell would participate both 
from South American holdings and from the Dutch East 
Indies. Union Oil and Standard Oil of California are 
huge exporters of domestic petroleum products to the 
Far East and the latter company, with Texas, also has 
interests in the Bahrein Island field, which is now sell- 
ing to both China and Japan. 
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Where Countries with Insufficient Supply Get Their Oil 


Country Imports principally from: Country Imports principally from: 
MCF orcs orsterescrere o erecers 38% Venezuela—Dutch West Indies BRON ince vesidvicice aa ae 60% United States 
19% Iran 20% Rumania 
i.) 
18% United States 10% Iraq 
8% British Colonies WOMGWF 0c o0 Weicinceeneae 65% United States 
.... Mexico 
4% Iraq ...- Dutch East Indies 
RGGNOO® oh cdeiscn dances ..e. Iraq .++- Bahrein Island 
30% United States NN i xssiseccincues 40% United States 
..». Rumania ...- Dutch East Indies 
Venezuela .-+- Bahrein Island 
...+ Colombia Argentine ............. coos Pere 
wee. Peru .... United States 
...- Dutch West Indies 
Germany ............. --.. Venezuela 5 
United States Canada Se ecccdccsseae United States 
«eee Colombia 
Mexico coos Peru 
10% Rumania ...- Venezuela 


Percentages, wherever possible, show approximate proportions of total requirements derived from each source. 















"We have an abundance of the tools of industry—billions 


of idle capital and millions of idle men—but there is no 


excess of progressive and alert managerial brains." 


Companies With 
Progressive Managements 


BY WARD GATES 


W,: hear and read much stuff about capital and labor 
as the team which hauls our economic freight. It is a 
curiously incomplete conception of just how our modern 
and increasingly complex profit system works. Capital 
and labor, of course, are essential—but management is 
the vital link. In fact, management is the driver of the 
team. Capital—money in the bank, materials, machin- 
ery—never of itself created any great enterprise. Labor 
never created any great enterprise. Capital and labor 
are creative only as creatively directed by good execu- 
tive management. 

This simple reality explains why wise investors ap- 
praise as carefully as they can the quality of manage- 
ment behind any corporation in whose securities they 
contemplate risking their money. Certainly it is one of 
the most important factors affecting the rewards or the 
disappointments that will result from any common stock 
commitment held over an extended period. 

What is good management? It is management with 
vision but with its feet on the solid ground—manage- 
ment with imagination wrapped in hard-headed judg- 
ment—management that is courageous but not rash— 
management that is constructively conservative yet 
mentally adaptable to needed change. 


Profits Not Only Test 


One can appraise management by its results and its 
methods, with just allowance for operating conditions 
beyond control of any chief executive officer of board of 
corporate strategy. A good chemical company may— 
and undoubtedly will—have a better earnings record 
than a good steel company or a good railroad, but all 
three may have equally brilliant managements. Even 
in an industry whose general road is smooth, inferior 
management cannot coast to success, for competition 
may be the life of trade but for faulty management it 
is a sure killer. And where the road is rough, as it is in 
railroading, good management hurdles at least some of 
the obstacles. 
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Generally speaking, the larger a corporation is, the 
more far-flung its interests and the more delicate are its 
problems in the field of public relations, the greater the 
need for progressive management of the highest order. 
The great American Telephone & Telegraph system isa 
case in point. Here is an aggregation of billions of dollars 
of capital, owned by hundreds of thousands of investors, 
enploying hundreds of thousands of workers, called upon 
to invest several hundred millions of new capital each 
year, serving the vast majority of the American people 
directly through nearly 16,000,000 telephones and facing 
a problem of political relations not only with the Federal 
Government but in every state and in innumerable 
communities. 

A relatively small number of men guide this huge 
enterprise, carrying on a tradition of excellent manage- 
ment which has characterized the corporation virtually 
from its inception. The guiding philosophy is_ the 
squarest possible deal for the customer, the worker and 
the investor. The results speak for themselves. The 
unbroken $9 dividend is not only a proud boast but an 
achievement resting on wise financial planning. Judged 
by labor turnover, pension retirement plans, disability 
benefits, etc., it is a good company to work for. Judged 
by the repeated “duds” which political investigations 
turn out to be, it commands a high degree of public good 
will. None of which is happenstance. 

In manufacturing industries, where success depends 
on making the best possible products and on creating 
new products. one very good measure of the alertness 
of management is the amount spent on—and the fruits 
obtained from—research. While there are wide varia- 
tions from company to company, American industry 1 
the aggregate tops the world in research and the emphasis 
on research is still rapidly increasing. According to data 
collected by the Mellon Institute of Industrial Research. 
there were 1,700 industrial research laboratories in this 
country at the close of 1938 and during 1938 the sum 
of $180,000,000 was spent on industrial and engineering 
research. In ten years since 1929 the number of industry’ 
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research laboratories has increased more 
than five-fold. 

Research, of course, is an old—yet 
ever new—story in some of the more 
dynamic industries such as electrical 
equipment manufacture and chemicals. 
We owe the marvels of this electrical 
age in major degree to two companies— 
Westinghouse and General Electric. Let 
the engineers debate the moot point of 
which has set the pace in pioneering 
research. Each can justly boast of great 
achievement and each is guided by first- 
rate managerial brains. The present 
Westinghouse management has done a 
notably competent job in comparatively 
recent years in broadening the com- 
pany’s position in consumer goods lines 
and in increasing operating efficiency. 
In the most favorable recent year—1937 
—Westinghouse sales were only 4.6 per 
cent less than in 1929, as compared with 
15.8 per cent difference for General Elec- 
tric; while manufacturing profit was 11.4 
per cent larger than in 1929, as compared 
with decline of about 2 per cent for 
General Electric. 

The speed with which du Pont, Mon- 
santo Chemical and other well directed chemical enter- 
prises translate research into profits is phenomenal. A 
major part of the business of these two companies is in 
products that have come out of the laboratories during 
the past ten years. The only reason the skillfully man- 
aged du Pont has not grown faster in recent years is that 
is is now too big for the business to be readily doubled 
in any short order of time. Monsanto, with the equation 
of alert management and moderate size working in its 
behalf, has virtually doubled its sales since 1929 and 
more than doubled its earning power. 

In electrical equipment and chemicals, however, we 
are dealing with the spectacular and, incidentally. with 
two fields in which management has the benefit of a 
strong secular growth factor. Equally good manage- 
ment can and does show itself in directions far less spec- 
tacular to the casual eye and without any help except 
self-help. For instance, there is nothing easy in success- 
fully selling general merchandise in mass volume against 
powerful competition and in a market which is growing 
no faster than the population and the national income. 
Indeed, since the average consumer has fewer dollars 
to spend than in 1929, the task of any merchant in 
pulling those dollars his way is proportionately harder. 

Among the various well-managed merchandising enter- 
prises in this country J. C. Penney and Montgomery 
Ward are examples that stand out prominently. Penney 
is a model of planned, orderly growth in which no 
amount of success, either in 1929 or since, has ever 
induced optimistic over-expansion or departure from 
carefully tested operating methods. Not the least reason 
for the company’s superior performance-is the fact that 
from the start it has recognized that in store merchan- 
dising, involving direct dealing with the customers, good 
Management must extend throughout the organization 
from the top town. Employees stay with Penney and 
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Courtesy Vacuum Oil Co. 
Alert management sponsors research. 








In the past ten years the number of 
industry's research laboratories has increased more than five-fold. 


grow with Penney, sharing in the success of the enter- 
prise through a long established bonus system. 

It is not uncommon for large merchandising chains to 
do a larger gross business today than in 1929. In fact 
the chain which is not doing a larger gross than in 1929 
may be considered well behind the field. With most 
large merchants, however, there is a tendency toward 
diminishing returns on expansion—larger sales but a 
reduced margin of profit. Reflecting tight control of 
operations, Penney’s net earnings in ratio to sales aver- 
aged 6.6 per cent for the two years 1936-1937 as com- 
pared with 6.3 per cent for the two years 1928-1929. 
In the interval dollar sales had increased by nearly 40 per 
cent. There is nothing dramatic about this. It’s just 
smart management. Continuing the record, Penney had 
a margin of 5.4 per cent last vear despite 1938’s economic 
difficulties. 

Unlike Penney, in which good management and pru- 
dently planned progress is an old story, Montgomery 
Ward has gone through some striking changes under 
three different managements in less than a generation 
and for the second time since the depression of 1921 the 
company’s greatly improved position is due to a com- 
petent managerial job which started with reconstruction 
and then went on to construction. 

Some thirty years ago Ward and Sears, Roebuck were 
about even in sales, but Sears—newer of the two— 
forged ahead. Ward sales were only about half as large 
as those of Sears when the 1920-1921 depression swept 
over it and almost wrecked it. Under new management. 
headed by. the late Theodore Merseles, Ward made not- 
able strides in the prosperous middle ’twenties, beginning 
the transition from mail order firm to both a chain store 
and mail order enterprise in order to meet the changed 
merchandising conditions brought about by the auto- 
mobile and the end of farm (Please turn to page 151) 
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Safeway Stores 


A Good Stock for Steady Income 


BY RUSSELL CROSS 


y embattled grocery chains have strengthened their 
defenses and have even gained important ground over 
the past year in their struggle against punitive and dis- 
criminatory taxation. Attacked by a wave of tax 
measures launched in various State legislatures, some of 
which brazenly sought to put the chain stores completely 
out of business, leading chain store systems have with a 
considerable measure of success employed the expedient 
of defending themselves publicly. As a consequence, 
the agitation for chain store taxes appears to be rapidly 
dying out. In support of this contention may be cited 
such developments as the defeat of a proposal in Georgia 
to raise chain store taxes, and court decisions in New 
York and Pennsylvania declaring chain store levies to 
be discriminatory and illegal. The Federal Chain Store 
Tax Bill, sponsored by Representative Patman, has 
slight chance of enactment. 

With the mitigation of the tax problem, or at least the 
likelihood that it will become no worse, chain store 
securities are regaining some of their former investment 
favor. As an industry, the chain store system of retail 
merchandising has enjoyed such inherent characteristics 
as stability of earnings and a strong resistance to depres- 
sion influences. Most leading chain stores boast a long 
record of consistently profitable operations and continu- 
ous dividend payments. Currently chain stores, and par- 
ticularly grocery chains, are benefiting as a result of 
better profit margins, elimination of unprofitable units 
and greater concentration of selling efforts in larger 
stores of the super-market type. 


Safeway—Second Largest Grocery Chain 


Safeway Stores, Inc., is the second largest grocery 
chain store system in the United States, and the largest 
west of the Mississippi River. In size the company is 
surpassed only by The Great Atlantic & Pacific Tea Co. 

During the past eight years Safeway Stores, like many 
another chain organization, has had to cope with a full 
complement of problems, both internal and external. In 
addition to competition, declining sales volume, lower 
prices, high wage and labor costs, Safeway during this 
period was also confronted with the necessity of assimi- 
lating and coordinating the far flung organization which 
had resulted from an extensive program of expansion 
between the years 1926 and 1931. And not the least of 
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the company’s worries during these years was the rising 
tide of chain store taxation. In California, where is con- 
centrated nearly 35 per cent of the stores comprising 
the chain, Safeway’s aggressive campaign in defense of 
the chain store system undoubtedly was an effective fac- 
tor in the defeat of the proposed tax by California voters 
in 1936. 

Over the past year, however, the company’s affairs 
have undergone conspicuous improvement. Earnings 
last year registered a marked improvement over 1937, 
profit margins although still sub-normal are widening 
and sales thus far this year have continued to expand. 
Meanwhile the efforts of the management to improve 
the company’s internal makeup, and which have already 
produced tangible results, are being continued. 

At the end of 1938 Safeway’s system comprised a total 
of 3,112 units, of which half were concentrated along the 
Pacific Coast; 239 are located in the five Western Prov- 
inces of Canada; 33 in Maryland; 105 in Virginia; and 
201 in the District of Columbia. All of these stores carry 
the full line of groceries, sundries, fruits and vegetables 
familiar in grocery chains throughout the country. In 
2,682 of the stores meat and fish markets are operated. 

To service this chain, the company operates 76 ware- 
houses, 21 bakeries, 6 creameries, 6 coffee roasting plants, 
3 meat distributing plants, 2 mayonnaise plants, a milk 
condensery, a candy and syrup factory and a number of 
smaller warehouses. A wholesale division supplying cus- 
tomers outside of the company’s system contributes 
about 20 to 25 per cent of total annual sales. 

Included among the extensive list of products is a full 
line of well known and nationally advertised brands, as 
well as a number of products, including coffee, milk, 
bread, canned goods, etc., marketed under the company’s 
own trade marks. Recent years have brought the enact- 
ment of so-called fair trade laws in many states, permit 
ting manufacturers to establish a minimum price at 
which their products may be retailed. The idea behind 
these laws was to eliminate cut-price tactics and place 
large chain stores and independent merchants on an 
equal footing so far as price appeal was concerned. The 
chain store’s bid for custom is based primarily on its 
ability to undersell independent merchants, and in order 
not to be deprived of this advantage most of the leading 
chain store systems have developed their own brands 
and trademarks. Safeway does not reveal what propor 
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tion of its business is contributed by its own brands but 
in view of the company’s policy in continually enlarging 
these items, it may be assumed that public response has 
been satisfactory. 

Some five years ago Safeway started an extensive pro- 
sram designed to promote greater selling and adminis- 
trative efficiency within its system. The five-year period 
of rapid expansion which culminated in 1931-32 resulted 
in a system of some 3,400 units. Many of these stores 
were located in overlapping territories, others were un- 
profitable and did not lend themselves to further devel- 
opment. There also was the matter of chain store taxes 
to be reckoned with. After the imposition of these taxes 
and payment of rentals and other overhead items, stores 
in some sections showed little or no profit. 

Since 1932 there has been a net reduction of 300 units 
in the number of stores operated. Actually, however, 
the number of stores closed was much greater. But dur- 
ing the same period the company opened new units in 
more promising territories. Larger stores were estab- 
lished in sections where it was found possible to divert 
substantially all the trade of several smaller and unprof- 
itable units by providing adequate parking facilities and 
offering other shopping inducements. Last year, for 
example, the company closed 334 stores, of which 224 
operated meat markets. At the same time 172 new stores 
and 201 meat markets were added. 


Store sales registered an appreciable increase last year. 
Total sales for the entire system also include the whole- 
sale division. During 1938 certain wholesale depart- 
ments which had proved unprofitable were eliminated 
and this move, according to the company’s official report, 
accounted for a decrease of $16,000,000 in over-all sales. 
Had sales last year included this item, the total would 
have exceeded the record-breaking level of 1937 and aver- 
age sales per unit would have been about $119,000, or a 
gain of about $5,000 over the 1937 average. 

In every year, except 1938, the company has shown 
an increase in sales over the preceding year. If allowance 
is made for the elimination of certain wholesale depart- 
ments last year, it is not necessary to make an exception 
of even 1938. Net income, on the other hand, has dis- 
played greater irregularity. A gain of nearly 22 per cent 
in 1936 was followed by a drop of 26 per cent in 1937, 
although sales in the latter year were the largest in the 
company’s history. With the restoration of more nor- 
mal] profit margins and the introduction of greater sell- 
ing efficiency last year, net income gained nearly 37 per 
cent over the 1937 level. Average net income per store 
was in excess of $1,300 as compared with $925 in the 
previous year, and was larger than in any year since 
1931. Net income last year was equal to 1.08 per cent 
of sales, against 0.81 per cent in 1937. 

Safeway last year showed operating income of 1.6 per 
cent of sales, the same as shown in 1936, and an 
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important gain over the 1.1 per cent ratio in 
1937. Last year the company turned over its 
inventory 12.6 times as compared with 11.9 times 
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year, without any consideration for any changes 
in the number of stores. It is probably a safe 
assumption that profits are showing an even bet- 
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ter comparison. Factors responsible for restricted 
profit margins in the final months of 1937 and 
through the first half of 1938 have either been 
appreciably mitigated or eliminated entirely. 
With scant likelihood that there will be a seri- 
ous deterioration in consumer purchasing power 
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over the near term, (Please turn to page 154) 
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- prices have been a number of places and caused 
much excitement in the last twelve months, but at the 
beginning of May they were back very close to where 
they started a year earlier. The general course was 
downward last year from May until late June, when a 
sudden and extremely vigorous rally set in. This topped 
out in late July and early August, to be followed by the 
Munich crisis in September. The recovery from the 
September lows was also sharp, but after a double top 
in October and November the market fell into the 
doldrums. Optimism and an upward trend around the 
first of the current year were destroyed by a new Euro- 
pean crisis in January, which was followed by unsatis- 
factory improvement into March and then by the April 
dip into territory not seen since the previous April. Net 
result from May 1 to May 1—a gain of 5 points or 10 
per cent in the Weekly Index. 

The action of the averages, however, gives very little 
hint of the great changes that have taken place in indi- 
vidual issues and in the groups comprising the averages. 
This market has been one where good selection could 
overcome poor timing; where many groups were able to 
move against the various trends throughout almost all 
of the period under review. For examples consider the 
accompanying charts. In one are listed ten groups which 
gained up to 86 per cent in value during the past twelve 
months while the market was gaining 10 per cent. In 
the other are groups which have registered losses ranging 
from the nominal class up to 20 per cent. No further 
evidence is needed that selection has played an extremely 
important part in determining recent trading success; 
in fact there is every reason to believe that this state of 
affairs will continue for some time to come and that we 
are to see many gyrations in the market before another 
epoch of broad, sustained, unanimous movement will 
relegate the choice of trading vehicles to minor impor- 
tance. Until the day when everything goes up (or down) 
together, study of group action as contrasted to the aver- 
ages should be fruitful, and most particularly in times 
like the present when opinion is divided between “storm 
cellar” issues and the traditional market leaders. 

The result of the last twelve months has been a very 
striking victory for the type which depend upon steady 
consumer demand and adequate profit margins, at the 
expense of the more highly cyclical movers. Omitting 
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As the Trader Sees Todays Market 


"Averages" Conceal Widely Divergent Group Action 


BY FREDERICK K. DODGE 


the Aviation group as one affected by special circun- 
stances unrelated to general economic conditions, it wil 
be noted that seven of the best-acting groups shown ar 
close to the ultimate consumer, and the other two, Tire 
and Auto Accessories, are not very far removed from 
him. The market has made clear the distinction better 
than a dozen articles on consumption goods versus capi- 
tal goods could have. “War or no war,” it has said, 
“people will eat bread, drink milk, wear clothes.” The 
failure of commodity prices to follow the improvement 
in business has also been a factor in the action of thes 
groups, contributing to the outlook for stable, favorable 
profit margins. Retailers and processors of basic neces 
sities are due to have a good year, or the market ha: 
missed its guess. 

Ample statistics exist in the way of earnings and sales 
to justify this opinion. Food Brands are favored by low 
farm prices, as are the Baking and Dairy Products 
groups. No less than four groups of stores are in the list 
and these are all exhibiting surprisingly good earning 
power, with some of them setting new sales records. Gov: 
ernment spending trickling through the low purchasing 
power strata holds up the normal demand, while ner 
vousness and uncertainty as to the future sends many 
to the chain stores and the mail order houses who woull 
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ordinarily buy less carefully. As for the Tire and Auto 

> Accessories groups, it is open to argument but the proba- 
bility is that they were simply oversold a year ago and 
enjoyed a greater than average rebound, of which a good 
part was retained. 

No comparable underlying reason is apparent for the 
action of the ten worst performers. Each group had its 
own problems for which the solutions have so far been 
less satisfying than was hoped a year ago. Realty issues 
faced the disappointing fact that improvement in busi- 
ness brought no immediate pickup in revenues or values. 
Investment Trusts continue to sell at a discount from 
asset Values. Sugar had a special situation to contend 
with and the two sulphur companies have failed to show 
the anticipated gains in earnings. Two groups—Petro- 
lum and Non-Ferrous Metals—will surprise many by 
their presence on this list. Statistics on the oil industry 
have been far from cheering, in addition to which, first 
quarter reports of a dozen large companies have shown 
a drop of over 60 per cent in earning power even from 
a year earlier. Metals, though the group does not in- 
clude the principal copper companies, have been out of 
favor because of their lack of profit stability and divi- 
dend return. 


Long-Term Gains 


Of the gainers, Aviation and Variety Stores are now 
higher than they were in the twenties when taken into 
the Combined Index. (The base year for the Index is 
1925, when each group equaled 100, but such groups as 
Aviation and Baking are based on slightly later dates, 
1927 and 1926, respectively.) All the rest of those show- 
ing progress on the year are below their artificial parity, 
but exactly half of them are higher than the Combined 
Index, indicating that over the longer term as well as in 
the past year they have done better than the general 
market. The groups so favored in addition to Aviation 
are: Food Brands, Mail Order, Auto Accessories and 
Variety Stores. 

Another method of rating the performance of the best 
and worst groups is by comparing their current position 
with the range they established between the 1937 highs 
and the subsequent lows made either in late 1937 or early 
1938. Letting the high equal one hundred and the low 
equal zero, a rating of 50 would indicate that a group 
had recovered exactly half of the ground surrendered in 
the bear market which followed the 1937 tops. Food 
Brands is the only group which exceeds its former high, 
standing at 110.0, or 10 per cent above the level attained 
two years ago. Aviation is next with a rating of 64.5, 
closely followed by the Mail Order group with 63.8. Food 
Stores has barely regained half its loss, standing at 51.4. 
Other standings are as follows: Variety Stores—28.8, 
Dairy Products—22.6, Department Stores—21.6, Auto 
Accessories—19.8, Tires—18.7, Baking—17.3. The rat- 
ing of the Combined Index is 14.3. 

Four of the ten groups which lost ground over the past 
year stand in the minus column in relation to their 1937- 
38 lows; that is, they are below those levels. Sugar with 
a minus rating of 13.3 is the only one seriously below 
the zero line, with the balance ranging between minus 5 
and plus 5, except for Telephone and Telegraph which 
is 10.5 on the plus side. Taking the ten groups together, 
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however, they show a margin of only 0.5 or one-half of 
one per cent above their previous lows. The ten strong 
groups, on the other hand, average 41.8 or close to a 
42 per cent recovery. 

The Combined Index which is plotted on the chart 
near the front of each issue is made up of 43 groups, in- 
cluding one of Unclassified or miscellaneous issues. All 
except the Unclassified group are based on their stand- 
ing of several years ago, affording a ready comparison 
for judgment of progress over the longer swings. Traders 
who wish to check their impressions of relative market 
action will find the complete figures as given in the 
Business Analyst section invaluable and unique. Action 
is always shown for two weeks, so that a complete weekly 
record is available for any who wish to chart the groups 
or preserve back copies of the Magazine. 

In citing the leaders of the recent past the writer has 
no intention of suggesting that this alone makes likely 
further gains by these groups in relation to the market as 
a whole. It is obvious from past experience that over- 
sold issues with few apparent friends are frequently the 
most dynamic gainers when the trend of the market 
changes. here is also the consideration that the im- 
provement in earning power which has been responsible 
for the favorable action of many groups is now well- 
known and presumably discounted; further enlargement 
of profits may be necessary to extend or even maintain 
the advantage of these issues. The groundwork for the 
next phase, however, is already being laid. Study of 
current group action will help toward the decision 
whether or not recent leaders are to be the most profit- 
able trading vehicles. As a move develops such famili- 
arity with “internal” market action can save one from 
penalizing excellent timing with poor selection. 





















Motor Makers Struggle for Supremacy 


to Preserve Dwindling Share of Market 


By J. HUGH FITZSIMMONS 


i tides one credits the rumored attempt to merge a 
number of the automobile “independents” into a fourth 
big company with a good chance of success or not, there 
can be no doubt that the reasons for the attempt are 
growing stronger each year. In 1929 a combination of 
Packard, Studebaker, Nash, Willys and Reo would have 
been a bold conception, aimed at challenging the two 
leaders in the industry who between them controlled 
two-thirds of unit sales. Taking the offensive in that 
way at that time might have worked. Today it is no 
longer a question of offense but one strictly of defense. 
The independents are dividing among themselves less 
than a tenth of the passenger car market; they each 
without exception lost money in 1938 when General 
Motors made over a hundred million dollars; and, worst 
of all, the hope that a couple of good years would change 
the trend has been dashed by the cold fact that the good 
years leading up to 1937 merely emphasized their plight. 

The chart shows the trend of unit sales. Chrysler has 
almost tripled its share of the passenger car market in 
the last decade and General Motors set a new percentage 
record in 1938. Ford has lost a good deal of ground for 
various reasons, but with the company’s tremendous 
resources and reputation for overcoming such situations 
it cannot be depended upon to stay down. In fact, its 
present position is a threat to the independents because 
when its drive to regain the lost share takes place all 
others in the industry will feel the effect and the inde- 
pendents have very little they can lose. In only one year 
of the last five have they acquired 10 per cent or more of 
the market and in that year—1937—they barely man- 
aged to get into the black as a group. 

The WPA has made a study of automobile manu- 
facturers registered under the Securities Exchange Act 
covering the four years ending with 1937. Taking the 
records of Graham-Paige, Hudson, Hupp, Packard and 
Studebaker, with figures for the last-named missing in 
1934 because of its reorganization, and Nash omitted 
because of its merger with Kelvinator, we can get a good 
contrast with General Motors and Chrysler. (Ford earn- 
ings, of course, can only be approximated since the com- 
pany is not publicly owned and releases only balance 
sheets.) In 1934 the independents lost money. Expressed 
as a percentage of total sales, net after all charges of 
Graham-Paige was a deficit of 4.1 per cent, Hudson a 
deficit of 6.2 per cent, Hupp a deficit of 61.1 per cent, 
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Smaller Companies May Consider Merging 


and Packard a deficit of 33.4 per cent. Chrysler’s profit 
was 2.6 per cent of total sales; General Motors’ profit 
amounted to 10.8 per cent. 

In the following year General Motors increased its 
profit percentage to 14.2 per cent and Chrysler to 6.7 pe 
cent. Three of the five independents examined in this 
connection still showed deficits, Hudson earned 1.0 per 
cent on its gross business, and only Packard with 54 
per cent came through with a satisfactory ratio. In 1936 
both Hudson and Packard increased their earnings per 
sales dollar and Studebaker came into the profit column 
with 3.2 per cent earned on gross, but General Motor 
had stepped up to 16.2 per cent and Chrysler to 9.3 per 
cent. Even in 1937 when conditions were bad through 
the last quarter General Motors was still making 12 
per cent and Chrysler 6.6 per cent on sales, while the 
independents had lost the bulk of their temporary eam- 
ing power. The five companies as a group, weighted for 
relative size and again omitting Studebaker in the first 
year, lost 16.5 per cent on their gross in 1934, 1.3 per cent 
in the following year, earned 4.4 per cent in 1936 and 
0.2 per cent in 1937. Last year their deficit figured from 
annual reports was 8.9 per cent while General Motors 
Chrysler and Ford each showed profits. 


Early 1939 Results 


The same trend has continued through recent months. 
Packard and Studebaker reported nominal profits for 
the first quarter, Hudson a loss, but both Chrysler and 
General Motors had remarkable earnings—$11,638,00 
and $53,207,000 respectively. The two companies com: 
bined accounted for 71.2 per cent of passenger car regis 
trations as compared with 66.8 per cent in the first quar- 
ter of 1938. Adding Ford, the three big manufacturers 
had 92 per cent of total registrations against 90 per cent 
a year ago, but, as said before, Ford’s sluggishness is not 
to be counted upon to continue. Nash has been the 
largest gainer in registrations among the independents, 
while Studebaker’s new Champion did not come ott 
early enough to be of much help in the first quartet. 
Packard registrations were below those of a year before, 
Hudson’s only 4.5 per cent above. 

The merger solution has many practical advantages 
Perhaps the most important would be the building of 4 
strong and durable dealer organization. This is one o 
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the greatest assets any automobile manufacturer can 
acquire and lack of it has defeated many a good car. 
If scattered strength could be brought together through 
a merger, added financial resources and renewed aggres- 
siveness achieved, dealers for the new company would 
undoubtedly be far more successful and more consistent 
in their sales results. With a somewhat larger share of 
the market, the combine could logically expect better 
profit ratios. These would follow increased volume in 
almost any event, but the merged companies would have 
the additional advantages of centralized purchasing, 
interchangeable parts, and greatly reduced tool and die 
expenses in relation to the business. Public confidence 
and interest in the product would revive, and the step 
would presumably convince most customers that they 
were no longer in danger of buying a future “orphan”— 
acar whose maker has gone out of business and for which 
parts are difficult to secure. Over a hundred makes have 
had this experience in the last couple of decades. 

As matters stand today the independents cannot 
affords to have any major failures, yet they must avoid 
getting into the ruts where the three major companies 
can beat them hands down through sheer volume and 
the type of efficiency that comes with it. They must 
experiment with their market, trying new things that 
their competitors lack, yet they cannot afford to get so 
far ahead of the field that a lag between their cars and 
public tastes will force them to go through a prolonged 
lean period. For many of them the greatest develop- 


ment of the times in motor cars would be a disaster if it 
entailed large outlays and then was slow in clicking with 
the buyers. The large companies can afford to try out a 
device or a style with one of their less dependable lines, 
making sure that it will work with the drivers as well 
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as it did in the laboratory. They are the gamblers with 
plenty of capital whose minor losses can be accepted as 


the price of major gains. The independents must be 
right four times out of five, but their position forces them 
to test their luck or their judgment many times where 
they would otherwise be content to wait and see how 
sound certain departures are likely to be. 

Thought of a merger to solve these difficulties is not 
new; and partly for that reason any talk of such action 
is discounted with: “Are they dusting that one off and 
bringing it out again?” They are, with this one differ- 
ence—the situation demands it more than ever in the 
past. All the obstacles are still present. the natural 
optimism of each individual management, hoping that 
the new models will solve all problems, the natural 
reluctance to submerge the prestige of their cars under 
a new impersonal entity. Probably only a great driving 
force, either the positive one of capital backed by per- 
sonal ability or the negative one of dire necessity, will 
succeed in bringing it about. But so far as may be judged 
at present it is the most practicable solution. 

This is not to say that without a merger Packard or 
Studebaker or Nash will go into receivership or will fail 
to have good years. It would be foolhardy even to lay 
heavy odds that certain of the independents will not 
register successes that will change the whole trend that 
is now setting against them. The fact is, however, that 
as a group they would be far better off together. There 
would then be four big companies, with a fringe of the 
independents remaining. Hudson might go it alone, 
might throw its lot in with the new merger or might 
hook up with Ford. Graham, Hupp, and Reo, if it goes 
back into the passenger car field, might be absorbed by 
certain of the four large (Please turn to page 152) 
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The Investment Clinie 


Three Bonds of Different Types 


for Various 


Conducted by J. 


; department has received numerous inquiries from 
readers seeking advice concerning various bonds. Almost 
without exception, these readers confess themselves to be 
faced with a serious dilemma. Good bonds which they 
have been holding, for some years in many instances, 
have been called for prior redemption and replaced by 
issues bearing a substantially lower interest rate. The 
result is that these investors must face the alternative 
of accepting a lower income return or replacing called 
bonds with lower grade issues. The former may entail 
a hardship—the latter implies the acceptance of a greater 
investment risk in return for the larger yield. What 
then? A compromise seems to be the only answer. 
Within judicious and conservative limitations and de- 
pending upon individual circumstances, a deficiency in 
income may be partly restored by some diversion of 
funds to second and medium grade bonds. Also, how- 
over, in order that the general character of an in- 
vestment portfolio may not be dangerously weak- 
ened, the investor should tighten his belt another 
notch and accept the lower yield, purchasing at least 
one high grade issue for every medium grade bond 
acquired. 

The term “high grade” as it applies to bonds is fairly 
circumscribed in its application. On the other hand, the 
term “medium grade” is an exceptionally broad and ar- 
bitrary one, applied to issues ranging from bonds which 
are definitely speculatively to others which fall just short 
of being high grade. For this reason, the investor is 
warned to exercise extreme caution in making a choice 
of medium grade bonds. Careful investigation is urged 
and as a convenient rule of thumb in limiting the choice, 
it will be found generally that the current yield is in 
inverse ratio to the quality of the bond. In other words, 
the higher the yield the more speculative the bond. 
Also, careful comparison should be made between the 
current call price and the price at which the bonds are 
selling. A bond selling moderately above its call price, 
other things being equal, is not necessarily precluded 
from consideration, but in such instances possibilities 
for further price appreciation will be limited, and 
the investor must decide whether he is prepared 
to risk the loss of the premium above the call price, 
in return for the degree of security and income af- 
forded 
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Investment Needs 


S. WILLIAMS 


Several bond issues embodying features recommending 
them for current investment have been selected for mor 
detailed analysis: 


Socony-Vacuum Oil 312% Debentures Due 1950 


Although unsecured by specific mortgage lien, the 
Socony-Vacuum Oil 314 per cent debentures of 1950 eas. 
ily rank as one of the highest grade industrial obliga. 
tions. The company is one of the largest oil units. Its 
operations and property are world wide in scope and 
with a background of highly successful and _ profitable 
operations extending over a long period of time, the 
company enjoys excellent credit standing. 

The debentures in question are outstanding in the 
amount of $50,000,000. Funded debt at the end of 1938 
totaled $127,511,486 which, in addition to the 31% pe 
cent debentures, was comprised of $75,000,000 314 per 
cent debentures due 1955, a subsidiary obligation of less 
than $1,000,000 and purchase money obligations of $1; 
584,125. Total funded debt was less than 27 per cent d 
net property account, a conservative ratio. Last year the 
company reported net available for interest charges, after 
depreciation, depletion and amortization of intangible 
drilling costs, of $48,084,786. Interest charges totaled 
$5,198,691, indicating a coverage of about 9.5 times 
which would compare with the five-year average of about 
8.8 times. Last year, moreover, was not a particularly 
favorable one for the oil industry. At the end of the year 
the company reported current assets of $294,725,7%, 
including cash and marketable securities of more thal 
$100,000,000, while current liabilities amounted to $70; 
218,859. Net working capital alone was some 175 pe! 
cent of total funded debt, and cash was equal to abou! 
140 per cent of current liabilities. Based on the current 
value of the 31,708,452 shares of capital stock outstand 
ing, there is an equity of more than three times the entire 
funded debt, while the latter represents about 30 per 
cent of the market value of the entire capitalization. 

The debentures 344’s are currently callable at 102% 
which compares with the prevailing market price 
10514. At the latter price the issue affords a yield d 
about 3.3 per cent, which is about in line with the aver 
age return on high grade issue of this caliber. Althoug) 
it is unlikely that these debentures will be called in the 
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BRISTOL-MYERS CO. 
Dividend Rate $2.40 


this is the fifth of special fortnightly investment suggestions to 
those primarily interested in income, safety of principal and 
sound investment standing. Each subsequent issue of the 
Magazine will contain one such selected issue. 


Recent Price: 48 


Bristol-Myers is engaged in the manufacture of proprietary 

| drugs, dentrifices, cosmetics, etc., demand for which is so 

vell sustained year in and year out as to give leading manu- 

facturers considerable immunity from sharp fluctuations in 

earnings. The company's principal brands, all of which are 

atensively advertised, include Sal Hepatica, Ipana tooth 
paste and Ingram's creams. 


Earnings over the past nine years have averaged $3.25 a 
share annually. Last year, although sales were moderately 
lower, net was equal to $3.25 a share as compared with $3.21 
ashare in 1937. Net in the first quarter of 1939 was equal 
to $1.27 a share, compared with 87 cents a share in the 
same period a year ago. Sales this year were up || per cent. 


Dividends of $2.40 a share in 1936 and 1937 were aug- 
mented by extras of 20 cents. Last year only the regular 
rate was paid and payments thus far this year have been at 
the rate of 60 cents quarterly. 


The company has no funded debt or preferred stock, 
capitalization consisting solely of 682,901 shares of stock. 
Current assets at the end of last year totaled $5,806,907, 
while current liabilities were only slightly more than $1 ,000,- 
000. Cash and marketable securities amounted to nearly 
$3,000,000. 





near future, a conservative step would be for the pur- 
chaser to set up an amortization fund to liquidate the 
three points premium.above the call price. 


Florida Power Co., Ist Mtge 4's 1966 


Florida Power Co., Ist 4’s 1966 are a sound medium 
grade issue of gradually improving quality. The com- 
pany is strictly an operating utility engaged exclusively 
in supplying electric power and light, the most stable of 
the utility services. The company’s facilities embrace a 
territory of about 12,000 miles, or about one-fifth of the 
State of Florida. Communities served are located in 21 
counties in the central and western parts of the state 
ind have a population of some 113,000 inhabitants. 
Facilities are served by steam hydro and interchange- 
able generating plants. In each year since 1933, the com- 
pany’s gross revenues have recorded an important gain. 
last year’s gross totaled $3,413,861 as compared with 
$3,187,828 in 1937. 

The company’s total funded debt amounts to  $12,- 
380,000, of which the first morgtage 4’s are outstanding 
in the amount of $10,000,000. Capitalization is almost 
equally divided between funded debt and preferred and 
common stock. Last year, income available for all fixed 
charges showed a coverage of 1.66 times, up from 1.50 
limes in 1987. The latter figure was also the average 
coverage for the past ten years. Interest on the first 


ortgage bonds alone, was earned 2.78 times last year. 
Mh . . . 
lhe bonds in question are secured by a first mortgage 
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on all of the company’s property, including real estate, 
generating plants, transmission lines, etc. 

The territory served is such that the company appears 
assured of a steady demand for its services, accompanied 
by gradual growth. No serious rate or competitive prob- 
lems involving the company are apparent at this time. 
At the present time the bonds in question are quoted 
under 95, or about ten points under their call price of 
105. The current yield is about 4.3 per cent, which, in 
view of the adequate security, interest coverage and 
price discount, may be regarded as attractive for this 
type of obligation. 


Container Corp. Ist S.F. 6's 1946 


For the investor in a position to concede something in 
the way of investment security in return for better- 
than-average current income, Container Corp., Ist 6’s 
1946 appear worthy of consideration. 

Container Corp., is the foremost manufacturer of a 
wide variety of paperboards, utilized in various forms and 
combinations in the production of paper boxes, cartons, 
packing and shipping containers. Among the company’s 
customers are included many of the processors of na- 
tionally advertised food products, dairy products, me- 
dicinal preparations and alcoholic beverages. The com- 
pany’s manufacturing facilities are closely knit and fa- 
cilities include seven paper mills located with particular 
regard to the supply of raw materials, and the company’s 
manufacturing facilities are located at strategic industrial 
points. 

The first mortgage sinking fund 6’s due 1946 were out- 
standing in the amount of $2,648,500 at the close of last 
year. Junior to the first mortgage issue were $3,425,000 
5 per cent debentures due 1943. The 6 per cent issue is 
secured by a first mortgage on all of the company’s lands, 
buildings, machinery and equipment. At the end of last 
year, the company’s balance sheet disclosed current 
assets of $5,366,602 and current liabilities of slightly over 
$1,000,000, a ratio of 5.36 to 1. 

farnings last year, reflecting principally an unfavor- 
able price situation, were sharply under the level of 
1937, and income available for bond interest, after all 
charges and depreciation but before Federal taxes, totaled 
$476,311, as compared with $2,750,749 in 1937 and 
$2,005,880 in 1936. As a result over-all fixed charges 
were covered only 1.07 times. Interest on the first mort- 
gage bonds, however, was earned nearly three times. 
Since the beginning of the year, conditions in the paper- 
board industry have undergone considerable improve- 
ment. Prices have strengthened moderately and only 
twice in the history of the industry was more paper- 
board produced than the total turned out in March. 
Notwithstanding the high output unfilled orders at the 
end of the month showed an increase as incoming orders 
exceeded production. 

The first mortgage 6’s are callable at 10154 and cur- 
rently selling at 103. The market premium over the call 
price limits possibilities for any appreciable market gain. 
The liberal current yield of 5.8 per cent probably reflects 
the wide fluctuations characteristic of the company’s 
earnings and the low call price rather than any serious 
doubt over the security of the bonds or the company’s 
ability to adequately service them. 
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in world prices for raw sugar which. _ trasted with a loss of nearly double rent il 
in turn, has been due to war reserve that amount in the preceding twelve panied 
buying abroad, a decline in Euro- months. It is this improvement that Moter Equipments utility 
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mean to such producers as South original block of 495,000. Over report satisfactory results, particu: In . 
Porto Rico, Cuban American, Cen- 100,000 shares were disposed of last larly as measured against those of « of gen 
tral Violeta and Manati cannot be year to reduce bank loans which year ago. Operations of Briggs Mfg. trade | 
determined accurately be- which resulted in per shar § Ye! 
cause a considerable part of earnings of 48 cents last favoral 
output in each case was quarter against 16 cents inf "lau 
contracted for on a fixed the like 1938 period, have houses 
price basis early in the sea- shown no letdown thus far 8 1 
son. Then, too, Puerto in the second quarter. Thi siles | 
Rican and Cuban compa- company’s plumbing ware about 
nies also sell in the Ameri- line is doing especially well Merch: 
‘an. market where prices shipments for the first four *! son 
have risen, but not to the months of 1939 were 29% —! Who! 
extent that they have in ahead of the same months f ‘¢s he 
London. Such varying fac- of last year, this increas fr 
tors as yearly inventory coming on top of a 51% 
carryover and changes in gain for the full year 1938 
labor costs also enter into and unfilled orders in this) All Ean 
the picture. It remains to division at the end of last * 
be seen, moreover, how firm month totalled 427% above _ Sisal 
the world market will re- the same date a year erp 's ! 
main in the face of the In- lier. Another case in pall cold re 
ternational Sugar Council’s is Electric Auto-lite whom ® 
recent action in raising ex- first half earnings are ex — 
port quotas. pected to total about $2.5! — 
per share which would con “ al 
pare with a loss last yea! a . 
D. & H. Comeback and a_ profit of $1.92 i % 
1937. Its wagon tied Po. 
Net income of Delaware Chrysler’s star, Auto-Lite oe 
& Hudson R.R. for the first — Courtesy Allis Chalmers Mfg. Co. is benefiting by the fac! bo = 
four months of 1939 is offi- Constructing a huge electric steel mill motor. that sales of the forme! _ 
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concern are showing the best rate 
of gain of any major auto maker. 





Utility Earnings Prospects 


Barring any further substantial 
letdown in industrial or consumer 
demand over the next six weeks, the 
dectric power industry is expected 
to report the best second quarter 
results since 1931. Indications are 
that combined net of principal units 
will surpass last year’s figure by 
about 20% and top that of 1937 by 
anarrow margin. Settlement of the 
coal strike should lend some impetus 
to consumption in coming weeks, 
offsetting a decline in demand else- 
where. The industry’s showing might 
have been even better had it not 
been for recent rate reductions in a 
number of southern areas as a result 
of spreading TVA influence. Cur- 
rent improvement is being accom- 
panied by some signs of a revival in 
utility financing. 


Retail Trade Holding 


In spite of continued slackening 
of general business activity, retail 
trade is holding up well and year- 
to-year comparisons are generally 
favorable. April volume of 25 repre- 
sentative chain store and mail order 
houses was up 714% from the like 
1938 month while department store 
les have recently been running 
about 6% ahead of a year ago. 
Merchandising issues continue to 
act somewhat better than the list as 
i whole and the more popular is- 
sues have shown marked support on 
minor setbacks of the market. 


All Ears 


Sizable undercover price conces- 
‘ions recently reported on hot and 
cold rolled sheet and strip may im- 
pose a severe test on the entire steel 
price structure. Major producers 
express a determination to meet any 
and all price competition on the 
part of independents. * * * Allis 
Chalmers, whose backlog at the end 
of March totalled little more than 
$12,000,000, could well use more 
bookings of the size of the $1,843,- 
000 order recently received from the 
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Developments in Companies Recently Discussed 


Higher taxes and non-cash charges 
were mainly responsible for lower first 
quarter earnings of International Nickel. 
Net income was equivalent, after pre- 
ferred dividend requirements, to 62 
cents per common share against 64 
cents in the March quarter of 1938. 


Mounting sales and effective operat- 
ing economies are resulting in wider 
profit margins for Safeway Stores. Pre- 
liminary estimates, based on four months’ 
showing and prospects for May and 
June, indicate first half earnings in ex- 
cess of $2 a share which would compare 
with $1.61 last year. 


First quarter earnings of Anaconda 
Copper amounted to 42 cents a share 
before depletion as compared with 27 
cents a year ago, the increase reflecting 
higher deliveries and better prices. 
Though second quarter sales have thus 
far been holding up fairly well in rela- 
tion to earlier months, lower quotations 
tend to restrict operating results. 


Operations of Marshall Field continue 
to benefit by last year's internal reor- 
ganization. A loss of one cent per com- 
mon share was recorded in the initial 
quarter of 1939 against a four cent de- 
ficit last year. Recently declared divi- 
dend on the 7% prior preferred clears 
up all arrears on that issue. Accumula- 
tions on the 6% preferred amount to 
about $1,723,000, a little over $1 per 
common share. 


First quarter earnings of Sterling Prod- 
ucts are estimated at from $1.65 to $1.70 
per share, up about 10% from the 
$1.54 reported a year ago. The March 
quarter is normally the best of the year. 


In contrast with the generally unfavor- 
able showing of most paper companies, 
International Paper converted a 1938 
first quarter deficit of $124,935 into a 
small profit in the first three months of 


1939. Management looks for material 
betterment during the third and fourth 
quarters. 


A higher rate of building activity in 
the first quarter of 1939 resulted in a 
15% sales increase for American 
Radiator, enabling the company to break 
even on its common shares, after pre- 
ferred requirements, as compared with a 
7 cent loss for the like 1938 period. 


A gain of less than 5% in gross 
revenues of American Water Works last 
quarter resulted in net available for the 
common stock nearly triple that of a year 
ago, indicating the considerable degree 
of leverage that attaches to the equity 
shares. Earnings were 16 cents a share 
against 6 cents for the first period of 
last year. 


Last year saw a sharp drop in earn- 
ings of Standard Oil of New Jersey, net 
per share amounting to $2.86 against 
$5.64 in 1937. Smaller pipe line reven- 
ues, a narrower spread between crude 
oil and refined products and a decline in 
lubricating and fuel oil consumption were 
mainly responsible. 


As a result of lower farm income and 
farm implement prices averaging about 
4% under a year ago, sales of Inter- 
national Harvester for the six months 
ended April 30, 1939, declined over 
17% from the like 1938 period. Conse- 
quently, earnings also failed to measure 
up to year earlier levels. 


Due mainly to curtailed operations in 
connection with a recently completed 
plant expansion program, earnings of 
Scott Paper dropped to 46 cents a share 
in the quarter ended April 2, 1939, as 
compared with 62 cents last year. Indi- 
cations are that output will increase over 
the remainder of the year, according to 
the management. 





Interior Department. * * * Upshot 
of the coal strike: Consolidated Edi- 
son of New York plans to discon- 
tinue its powdered fuel burners and 
convert to oil, expecting to carry 
half its load on oil by mid-June. 
* * * Apparently the new Stude- 
baker Champion is going over. The 
company reports total sales in April 
of 10,974 passenger cars and trucks, 
this figure exceeding that for the 
entire second quarter of last vear. 


* * * Resumption of payments on 
Atchison’s 5% non-cumulative pre- 
ferred is expected this month on the 
strength of estimates indicating the 
dividend will be amply covered. * * * 
Commonwealth Edison’s recent sale 
of $115,000,000 of bonds to a group 
of insurance companies together 
with U. S. Rubber’s current refund- 
ing discussions, also with insurance 
companies, have reopened the debate 
on private placement of securities. 
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Companies Whose First Quarter 


Earnings Far Exceed Last Year's 


Can They Maintain the Pace? 


Selected by THE MAGAZINE OF WALL STREET STAFF 


A COMPILATION prepared by the National City Bank 
covering first quarter reports of some 300 leading indus- 
trial corporations showed combined net profits, less 
deficits, of about $206,000,000, or more than double the 
$94,000,000 reported by the same companies in the first 
three months of 1938. Although the most conspicuous 
gains were shown by companies identified with the heavy 
and durable goods industries, which it will be recalled 
were operating at an extremely low level in the opening 
months of last year. current improvement was well 
spread throughout the major industrial fields. The oil 
industry was a notable exception. 

This year, of course, favorable operating comparisons 
for the first quarter appear more emphatic because a 
year ago business activity was declining. Although cur- 
rently industrial activity has receded in the second quar- 
ter, the probabilities are that most companies will be 
able to show some improvement over the second quarter 
of 1938, but the contrast will not be as marked as in the 
initial three months. It appears likely, however, that 
some companies will be favored by individual circum- 
stances to a point which promises to be an effective 
factor in sustaining current earnings throughout the 
year, notwithstanding the fact that subsequent com- 
parisons will be stacked up against the third and fourth 
quarters of last year. when business and trade staged a 
vigorous rebound. Six companies thus favored have 
been selected for detailed analysis. Other companies. 
however, which should also be able to retain substantially 
their first quarter gains include Sears Roebuck, Procter 
& Gamble, Monsanto Chemical. Industrial Rayon, Her- 
cules Powder. and Montgomery Ward. 


E. |. DuPont De Nemours Co. 


Recent 1939 Price Range Latest 
Price High Low Dividend 
142 156% 1264 1.25 


FE. I. duPont de Nemours & Co. is the largest manufac- 
turer of finished and semi-finished chemical products in 
the country. Vast sums which have been spent by the 
company have greatly broadened its scope with the 
result that its products are consumed in substantial 
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quantities by such widely diversified industries as textile, 
chemical, automobile, paper, construction, petroleum, 
mining, iron and steel and agricultural. Moreover, a 
sizable proportion of the company’s products is sold 
directly to the ultimate consumer, a condition which 
tends to impart a greater measure of stability to earning 
power. As the dominant factor in its field, du Pont 
may be credited with all the advantages which have 
come to be identified with the chemical industry—free- 
dom from raw material problems, a low ratio of labor 
costs to the value of the finished product, and an excep- 
tionally strong factor of potential growth. Du Pont als 
has a sizable investment in the common stock of General 
Motors, which is roughly equivalent to one share 
General Motors for each common share of du Pont. This 
investment has yielded substantial returns in the past. 
although in more recent years, income from du Pont’ 
manufacturing operations have contributed the major 
portion of the company’s earnings. 

Du Pont’s first quarter this year was the best since 
1930. Net of $19,075,376 was about $10,000,000 more 
than shown in the first three months of 1938. After 
deducting debenture dividends and dividends on the 
$4.50 preferred stock, the balance available for the com- 
mon stock this year was equal to $1.55 a share oD 
11,065,921 shares of common stock outstanding. A year 
ago, earnings were equal to 65 cents a share. Of curren! 
earnings, the equivalent of 68 cents a share was col- 
tributed by General Motors’ dividends, whereas a yeat 
ago contributions from this source were equal to only 2 
cents a share. For all of 1938, the company reported 
net of $50,190,827, equivalent to $3.79 a share for the 
common stock, as compared with $7.29 a share reported 
for 1987. The balance sheet at the close of last year 
revealed the company’s characteristic financial strength. 
Current assets, including $114,337,707 in cash and mat: 
ketable securities, amounted to $189,312.915; current 
liabilities were $27,807,557. This year, the company 
plans to spend close to $30,00,0000 on plant expansiol 
and improvement, against $21,000,000 in 1938. Of the 
current sum, about $8,000,000 will be spent on the eret: 
tion of a plant for the production of “Nylon,” a new 
synthetic fiber developed by the company. 
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Last year, common stockholders of du Pont received 
dividends totalling $3.25 a share, and thus far this year 
one dividend of $1.25 per share was paid. With the 
strong promise that current earnings will register signifi- 
cant improvement over last year’s results, coupled with 
the fact that the company’s strong financial position per- 
mits a liberal attitude in the matter of dividends, total 
dividends of at least $5 a share would appear to be rea- 
wnably assured. Long conceded to be one of the better 

grade investment common stocks, du Pont shares regu- 

larly command a fairly substantial market premium in 
lation to earnings. However, for the investor for 
which this type of issue is not too “rich,” the shares 
should prove an eminently satisfactory commitment both 
for income and longer term price appreciation. 


American Cyanamid Co. 


Recent 1939 Price Range Latest 
Price High Low Dividend 
23 28%. 18% 0.15 


s textile, f Originally engaged almost exclusively in the manufac- 
troleum, fture of fertilizer materials, American Cyanamid Co. has 
eover, a flog since out-grown its name. Shift of emphasis in 
is sold Frecent years from fertilizer to chemical lines such as 
n which Bheavy chemicals, pharmaceuticals, dyestuffs, intermedi- 
earning fate and mining chemicals, has strengthened the com- 
lu Pont fpany basically as well as imparting a greater measure of 
ch have foperating stability. The company’s newer lines are rela- 
v—free- tively free from the unsound competitive practices which 
of labor Bhave frequently characterized the fertilizer industry and, 
n excep- fii addition, new products command a much broader 
‘ont also Fuarket, from the standpoint of sales possibilities. At 
General fthe present time, fertilizer sales probably contribute less 
share of fthan 10 per cent of total sales. Although still sensitive 
nt. This fo the rise and fall in the tide of general business, it is 
he past, §* safe assumption that the company’s earnings in recent 
1 Pont’: fears were made possible chiefly through the program 
e major ff increasing diversification. 
Last year, the company reported net income of $2,452,- 
st since 12, equal, after all charges, including depreciation, de- 
)0 more fpletion, interest, taxes and dividends on the 5 per cent 
After §pteferred stock, to 91 cents a share on the combined 
on the §2618,369 shares of class A and class B common stock. 
he com-§!0 the preceding year, net income of $5,268,255 was 
hare on pqual to $2.09 a share on the combined class A and B 
A year fommon stocks. In the first three months of the current 
current fr, however, earnings registered conspicuous improve- 
ras con puent and net of $1,040,478 was equal to 39 cents a share 
; a year" the combined common stocks, as compared with 
only 9 4.077, or 3 cents a share in the corresponding months 
-eported f 1938. 
for the} Ahead of the common shares are funded debt of 
-eported FF!3,000,000 and 170,253 shares of 5 per cent preferred 
st year Plock. At the end of last year, current assets, including 
trength.patly $11,000,000 cash and marketable securities, 
nd mar Ftounted to $33,653,471, and current liabilities were 
current 513,595. The class A and class B common shares rank 
ompany f(ually except for the fact that the class A has sole vot- 
pansion #"$ Power. Dividends paid on both classes last year 
Of the f%taled 45 cents a share and thus far in the current year 
he erec-f"0 quarterly dividends of 15 cents each were paid. 
a new} Recent quotations for the class B shares around 23 
fompare with a current high of 283g. Although primarily 
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attractive for longer term holding, as such, the shares 
possess merit and afford virtually the only opportunity 
for an investor with limited funds to obtain a stake in 
one of the major chemical units. 


Square D Company 


Recent 1939 Price Range Latest 
Price High Low Dividend 
21 302 182 0.15 


Specializing in the lighter types of electric equipment, 
Square D Co. is one of the smaller units affiliated with 
the electrical equipment industry. The company, how- 
ever, is by no means a marginal enterprise, being thor- 
oughly established, and with an impressive record of 
earnings to its credit over an extended period of time. 
Square D is rated the largest manufacturer in the United 
States of safety switches. Other products include meter 
service switches, lighting and power panels, switch- 
boards, various types of electrical controls for industrial 
use, insulators and fire-alarm station equipment. Under 
normal conditions, not only does industrial demand 
afford an important outlet for the company’s products, 
but a substantial demand also emanates from private 
building and repair work. Reflecting wide variations in 
the volume of business, characteristic of the electrical 
equipment industry, Square D’s earnings have varied 
widely over a period of years. It would appear, how- 
ever, that thé Company enjoys certain advantages over 
the larger manufacturers of equipment, particularly when 
conditions are adverse. The prepronderance of light 
equipment which makes up the company’s manufactur- 
ing activities, coupled with the fact that, being a smaller 
enterprise, the management can more readily adjust 
operations to decreased demand, has tended to impart 
a measure of stability to earnings. 

In 1932, for example, the company showed a loss of 
less than $125,000. From that year on, earnings have 
risen steadily and in 1937 profits established a new high 
record. Net income in that year totaled $1,062,773 and 
was equivalent to $3.09 per share on 348,860 shares of 
common stock. Last year, due principally to the sharp 
recession in general business activity in the first six 
months, net declined to $403,799, equal to $1.17 a share 
for the common stock. In consequence, therefore, the 
company last year limited total dividends to 75 cents a 
share, against $2 paid in 1937. 

This year, aided by a substantial rise in the trend of 
residential building and industrial construction, earn- 
ings have recorded impressive gains. Net in the three 
months ended March 81, last, amounted to $120,600 and 
was equal to 35 cents a share for the stock. In the 
corresponding period of 1938, net of $65,641 was recorded, 
equal to 19 cents a share. Earlier this year, the president 
of the company informed stockholders that he had antici- 
pated an increase of 15 per cent to 20 per cent in the 
current volume of business. Whilte intervening events 
may have necessitated some modification in this esti- 
mate, nevertheless, factors making for sustained improve- 
ment in the company’s current showing are not likely to 
be subject to serious deterioration. 

Thus far this year, the company has paid a dividend 
of 15 cents. Recently quoted around 21, the shares are 
selling some nine points below their current high and 
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at these levels appear quite reasonably valued in rela- 
tion to the company’s normal earning power under rea- 
sonably favorable circumstances. Acquired on a specu- 
lative basis, the chances would appear to favor profitable 
price appreciation over the months ahead. 


Bendix Aviation Corp. 


Recent 1939 Price Range Latest 
Price High Low Dividend 
22 293/4 16% 0.25 


In the main, activities of Bendix Aviation embrace 
two major divisions —the manufacture of automobile 
parts and the manufacture of airplane parts and equip- 
ment. The latter, in recent years, has become an increas- 
ingly important factor in the company’s operations. For 
the automobile industry, the company is credited with 
making the major share of starting drives and a large 
proportion of brakes, carburetors and automatic clutch 
controls. At least one of these products is supplied to 
such leading manufacturers as Ford, General Motors, 
Chrysler, Studebaker, Nash and others. Airplane prod- 
ucts include magnetos, brakes, carburetors, electrical 
equipment, signalling, recording and navigators’ instru- 
ments and aircraft radio devices. 

With the completion of the $2,000,000 aircraft parts 
plant close to the major airport serving New York City, 
the company sold privately $5,000,000 2 per cent and 
3% per cent debentures due 1948. These debentures 
represent the only capital obligation ahead of the 2,097,- 
663 shares of stock outstanding. About 25 per cent of 
the shares are owned by General Motors Corp. 

Profits reported by the company for the first quarter 
of the current year were not only the largest for that 
period in the company’s history, but were substantially 
in excess of profits earned for all of 1938. In the three- 
month period ended March 31, last, net profit of $1,023,- 
996 was equal, after depreciation, interest and Federal 
taxes, to 49 cents a share on the outstanding stock. In 
the corresponding period of last year, the company 
showed a net loss of $561,605. For the full 1938 year 
net of $156,048 was equal to 7 cents a share for the stock, 
as compared with $1.07 a share in 1937. 

Contributing to the company’s outstanding showing in 
the first quarter of this year were substantially increased 
sales of products to the automobile industry. In addi- 
tion, however, lower expenses and greater coordination 
and efficiency in manufacturing operations widened the 
company’s margin of profit. Moreover, these factors 
promise to be of continuing effectiveness in the later 
months. While it is hardly to be expected that results 
in the second and third quarters will be fully on the par 
with the showing in the first three months, there is a 
strong probability that substantially increased orders 
for aircraft parts will do much to take up any slack in 
automotive demand. In fact, it has been officially stated 
that orders may well tax capacity of the company’s air- 
craft division in the last six months of this year. 

Influenced by the encouraging gain in current earn- 
ings, directors recently declared a dividend of 25 cents, 
the first payment since mid-December, 1937. Further 
disbursements later this year appear to be a well founded 
expectation. Financial position is comfortable. Recently 
quoted around 22, the shares are about mid-way be- 
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tween their current high and low. The possibility tha 
the company this year may earn substantially more thay 
$2 a share would appear to be sufficiently promising 
lend considerable attraction to the shares at prevail. 
ing levels. 


Bower Roller Bearing 


Recent 1939 Price Range Latest 
Price High Low Dividend 
24 27 3/4 19/2 0.50 


Under anything approaching reasonably normal con. 
ditions, Bower Roller Bearing, with the advantage of ; 
relatively small capitalization, is able to show substan. 
tial earnings for its shareholders. Prior to 1938, net had 
been increasing steadily in each successive year but las 
year, due principally to the sharp slump in automobik 
production, net profit dropped from the record-breaking 
level of $1,220,099 in 1937 to $449,953. Even so, the 
company with only 300,000 shares of capital stock out- 
standing was able to show $1.50 a share last year. h 
1937 per share earnings were equal to $4.06 a share, 

Reflecting the higher level of automobile production 
in the initial quarter of the current year, the company 
reported a net profit of $219,954, or the equivalent of 
73 cents a share for the stock. The showing was only 
5 cents a share under the very profitable fourth quarte 
of 1938, and compared with 27 cents a share earned in 
the March quarter a year ago. Though the company i 
primarily dependent upon the automobile industry fo 
a substantial portion of its business, expansion in othe 
industrial fields in recent years has had a tendency to 
reduce this reliance upon a single industry. In addition 
to supplying products to all leading automobile manv 
facturers, including Ford, Chrysler, and General Motors, 
the company also supplies International Harvester, : 
high ranking manufacturer of mobile farm equipmet! 
and motor trucks. . 

Well fortified financially, the company was in a post 
tion to promptly give stockholders the benefit of im: 
proved earnings in the last six months of last year. 4 
dividend of 50 cents was paid last December and tw 
quarterly payments of 50 cents each has been paid thi: 
far in the current year. 

Although the company’s current prospects obvious 
hinge on speculative factors, nevertheless, the share 
currently quoted around 24 would appear to posses 
sufficient interest to justify their inclusion among the 
more attractive speculative issues at this time. 


Purity Bakeries Corp. 


Recent 1939 Price Range Latest 
Price High Low Dividend 
15 16% 10% 0.25 


The market improvement which occurred in the eat 
ings of Purity Bakeries Corp. last year has been carried 
over into the current period, even more emphatically 
For all of 1938 the company reported net earnings 4 
$1,170,963 or the equivalent of $1.52 a share for the com 
mon stock, comparing with $462,567, or 60 cents a shat 
in 1937. In the first sixteen weeks of 1939, net profit d 
$389,640 was equivalent to 51 cents a share on 771,47 
shares of capital stock. In the (Please turn to page 156) 
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envelope. 


1, Give all necessary facts, but be brief. 


The Personal Service Department of THe MaGazine or Wau Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


2, Confine your requests to three listed securities. 
3, No inquiry will be answered which does not enclose stamped, self-addressed 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Alpha Portland Cement Co. 


Is Alpha Portland Cement now in a posi- 
tion to rebound toward its 1938 selling price 
of 20? I hold 75 shares bought at 19%. Are 
further huge orders for government residen- 
tial building and public works now in store 
for the company? Are earnings expected to 
be maintained at the new 69 cents a share 
level?—S. E., San Francisco, Calif. 


The Alpha Portland Cement Co. 
rks as one of the five dominant 
cement manufacturers with nine 
plants situated to serve important 
industrial centers east of the Mis- 
sissilppi River. The eastern seaboard 
for the past several years has been 
particularly vulnerable to foreign 
competition, but the southern and 
midwestern plants are in a position 
to benefit from agricultural condi- 
tions. Foreign competition has 
caused a spotty price situation on 
the eastern seaboard but Alpha 
Portland has always shown a satis- 
factory rate of earning power under 
ormal business conditions. In the 
twelve months ended March 31, 
1939, the company earned 69 cents 
a share, compared with 21 cents a 
share in the twelve months ended 
March 31, 1938, and 37 cents a 
share in the calendar year 1938. The 
outlook for cement consumption is 
latively promising this year and 
prices should be relatively steady. 
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The public works program has not 
yet reached its height and cement 
consumption will receive the full 
benefit of the stimulus in the months 
ahead and the residential building 
outlook continues promising. While 
speculative, we believe the shares of 
Alpha Portland Cement worthy of 
retention for eventual recovery to 
the 1938 level as the company is 
equipped to take advantage of any 
betterment in its industry. 





Cerro de Pasco Copper Corp. 


Am I wise in holding 60 shares of Cerro 
de Pasco bought at 7634? Does the fact that 
the company’s major markets are European 
indicate that it will share more heavily in the 
demand for copper and lead for armament 
use? Is the United States still proving a 
profitable market for the company’s Bismuth 
output for drug and alloy uses? Is the $1 
quarterly dividend secure?—H. T., Minne- 
apolis, Minn. 


Due mainly to the decline in de- 
mand and prices for copper, Cerro 
de Pasco’s 1938 earnings were equal 
to only $1.77 a share on the capital 
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stock, against $5.18 a share for 1937. 
Thus far, there has been no indica- 
tion of sustained betterment in the 
copper price structure, despite the 
continued world rearmament race. 
The latter naturally provides a good 
backlog of demand, but it probably 
will be necessary to have some pick- 
up in private use of copper before 
there is any marked improvement 
in prices. That situation might 
readily follow any cessation of the 
war threat and with copper, lead and 
zine prices well deflated, any im- 
provement in demand should be 
promptly reflected in a sharply bet- 
ter price situation. Since Cerro de 
Pasco’s properties are located pri- 
marily in Peru, the company is vir- 
tually eliminated from the United 
States markets by the copper tariff. 
Nevertheless, the company has 
maintained an enviable record of 
operations over a long period of 
years and properties permit of con- 
siderable elasticity in that opera- 
tions may be concentrated on the 
metals commanding the most favor- 
able market price. Indications are 
that earnings currently are running 
well below the $4 dividend rate, but 
with finances in excellent condition, 
continued liberal payments appear 
likely. The production of gold and 
silver as well as bismuth, sold main- 
ly to the United States, provides a 
stable source of revenues, especially 
during periods when the normally 
more important copper and other 
base metals are not in demand. 
Thus, while the $1 quarterly divi- 
dend cannot be deemed entirely se- 
cure, future prospects are such as to 
dictate further retention of holdings. 
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Douglas Aircraft Co. 


I hold 50 shares of Douglas Aircraft at 
7534. Do you think this stock at its present 
price has already fully discounted the com- 
pany’s huge backlog and near term armament 
demand? To what extent are profit margins 
being restricted on U. S. Government orders? 
How is the company competing with United 
Aircraft and Curtiss-Wright on foreign busi- 
ness?—D. K., Cleveland, Ohio. 


Douglas Aircraft Co. has experi- 
enced a steady increase in its busi- 
ness during recent years and the 
backlog of unfilled orders on the 
books of the company is now in ex- 
cess of $32,000,000. With expansion 
of the air forces both in this coun- 
try and abroad continuing at an ac- 
celerated pace, indications point to 
further sizable increases in orders 
booked for fighting craft, while the 
constant development of new and 
improved types of transport planes 
augurs well for this Givision. Devel- 
opment costs have, of course, been 
high, but with the greater volume 
of business now being enjoyed, unit 
costs should be lowered and the mar- 
gin of profit correspoddingly in- 
creased. While both United Aircraft 
and Curtiss-Wright do a consider- 
able engine and propeller business, 
Douglas has consistently confined 
its operations to the design and pro- 
duction of planes. In that field, the 
company’s activities are more diver- 
sified than that of any of its com- 
petitors, the types produced ranging 
from single engined attack planes to 
the large torpedo type for naval use, 
as well as the four-engined commer- 
cial transports. Deliveries of the 
company for the three months ended 
February 28, 1939, ran slightly be- 
low the like period a year before, 
but indications are that earnings 
bettered the 71 cents a share re- 
ported for the 1938 quarter, reflect- 
ing greater efficiency in manufac- 
turing operations. The improved 
earnings position probably will be- 
come more apparent as volume 
deliveries begin on the huge backlog 
of business now on the books of the 
company. Since the financial con- 
dition of the organization is strong, 
dividend payments should be lib- 
eral. Sales of the company for 
United States Government military 
purposes are restricted insofar as 
profit margins are concerned, but 
this work permits of volume produc- 
tion and a corresponding increase in 
profits on the expanding commercial 
and foreign government business be- 
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ing booked and in prospect. In con- 
sideration of the strong trade posi- 
tion of the organization and the 
excellent outlook for orders, we do 
not feel that present prices for the 
stock are excessive and recommend 
that you maintain your long posi- 
tion for price appreciation. 


Omnibus Corp. 


I know that Omnibus Corp. should benefit 
considerably from its bus lines operated in 
New York, as a result of the 1989 New York 
World’s Fair. What I want to know, how- 
ever, is: if, after evaluating the operations of 
all of the company’s lines, your security 
analysts see a sufficient increase in total 
earnings to predict a sizable advance in the 
price of the stock? I have 125 shares bought 
at 24.—B. J., Kansas City, Kansas. 


Operating through subsidiaries an 
extensive motor coach system in 
New York City and Chicago, Omni- 
bus Corp. has shown a considerable 
improvement in its earnings during 
recent years and it is believed that 
further progress will be recorded 
during the current year. On a par- 
ent-company only basis, net income 
for the year 1938 amounted to 
$1,623,186 equivalent, after preferred 
requirements, to $1.72 a share on 
the common stock, against $1,654,- 
808, or $1.74 a common share in 
1937, despite generally unsatisfac- 
tory business conditions during most 
of last year. In 1936, the company 
was not able to cover full preferred 
dividend requirements. As you point 
out, the earnings for the current 
year should be benefited consider- 
ably by the increase in traffic result- 
ing from the World’s Fair. Aside 
from that consideration, there seems 
to be an increasing trend toward 
motor coach travel of the type op- 
erated by the subject organization 
through “its subsidiaries and with 
improvement in the general business 
situation, further modest earnings 
gains probably will be recorded. 
Last year, the company paid a divi- 
dend of $1.30 a share on the com- 
mon stock against a total paid of 
$1.80 a share in 1937. In view of the 
generally constructive prospects for 
this year, payments may approxi- 
mate last year’s distributions, al- 
though the stock has not been estab- 
lished on a regular basis. While 
costs of operating subsidiaries prob- 
ably will tend higher over the longer 
term, this will be offset in part by 
more efficient operations of new 





equipment. By and large, prospect; F 
seem to be constructive and we g. 
cordingly recommend retention ¢ 
your holdings for price appreciatio, § 
and dividends. 


Acme Steel Co. 


Shall I retain 100 shares of Acme Ste 
purchased at 5134? I note earnings of $1 
for the first quarter this year, compared with 
less than one cent in the same quarter ¢ 
1938. Does the demand for specialty sty 
products indicate sustained earnings at thi 
level? Are earnings now beginning to shoy 
the benefits of the company’s enlarged facil. 
ties?—M. R., Newark, N. J. 


Acme Steel Co. was organized in 
1885. Since that time the company 
has always managed to close thei 
fiscal year with a profit. For the 
year ended December 31, 1938, , 
profit of $1.15 on each share of the 
$28,108 shares was recorded. Ean. 
ings during 1939 should exceed this 
figure if the first quarter report is: 
forerunner of full year operation, 
In the initial three months a profi 
of $1.04 was shown as compared 
with only $.003 during the like inter- 
val of 1938. This sharp uptrend ip 
earnings may be attributed to sev- 
eral factors. Among the more in- 
portant is the fact that profi 
margins are much more flexible tha 
for the average steel maker, due ti 
the company’s ability to exercis 
rigid control over costs. This is tru 
because prices of semi-finished ste! 
and strip tend to move togethe. 
Acme is engaged in the productio 
of hot and cold rolled strip steel ani 
“specialties” made therefrom. Ove 
most recent periods the compat! 
has been accentuating the produ 
tion of specialties on which there i 
® more substantial margin of profil 
than on strip steel. While it is: 
little too soon to estimate 1939 eatt- 
ings it is our belief that they wil 
exceed by a wide margin those 
1938. Moreover, the strong financil 
position of the concern assures ! 
continuation of the 25-cent quar 
terly dividend rate although a large! 
disbursement is not to be expectel 
immediately. On the other hand, 
the bank indebtedness of only $800; 
000 should not be an obstacle t 
future dividends if earnings justil 
an increased rate. The expectatio 
of a large gain in earnings duriti 
1939 lends a good speculative appe! 
to the shares and, although markelf 
ability is poor we suggest continuelf 
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retention of your commitment of 
100 shares for price appreciation 
purposes as well as yield. 





Electric Storage Battery Co. 


Are your security analysts favorably in- 
clined towards Electric Storage Battery under 
present conditions? Can a large enough de- 
mand be expected from the company’s pri- 
mary automobile market to maintain earnings 
gains made earlier this year? Can the demand 
for storage batteries in streamlined trains for 
lighting and air-conditioning be expected to 
show sizable profits? I have 100 shares at 40. 
_P. W., Portland, Oregon. 


Manufacturing the well known 
“Willard” and “Exide” batteries, 
Electric Storage Battery Co. enjoys 
a relatively stable sales demand, 
with replacement sales to automo- 
bile owners accounting for a sub- 
stantial part of business handled. 
Indications are that the automobile 
battery business will continue the 
improvement recorded during the 
first quarter of the current year, 
when total orders booked by the 
company increased some 20% over 
a year earlier. This improvement 
was said to have been general and 
was enjoyed by all major divisions 
of the company including battery 
sales to manufacturers, replacement 
automotive battery business and 
sales to the railroads for car light- 
ing and air conditioning. The latter 
division gives promise of consider- 
able future growth. The present low 
level of railroad earnings suggests 
that profits from this division will 
continue restricted, although the 
year as a whole should compare fa- 
vorably with last. Given an im- 
proved railroad picture, however, 
the importance of this division from 
an earnings standpoint should be 
measurably increased. During the 
current year, the company an- 
nounced the acquisition of two mid- 
dle west companies, the Grant Stor- 
age Battery Co. and the Jordan 
Electrical Mfg. Co., both having 
headquarters in Minneapolis, there- 
by further strengthening its com- 
petitive position. While the auto- 
mobile battery division of the com- 
pany has encountered increasing 
competition during recent years 
from the distribution of low priced 
batteries by gasoline filling stations 
and mail-order houses, its nation- 
ally advertised products of well 
known quality enabled the organi- 
zation to meet this competition suc- 
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cessfully. With indications pointing 
to an improvement in earnings this 
year over the $1.04 a common share 
recorded for 1938, we believe that 
the shares should be retained both 
for dividends and gradual apprecia- 
tion in the market. 





National Distillers Products Corp. 


While I am satisfied with the income from 
National Distillers, the stock is well under 
34, at which I bought 75 shares. Is the com- 
pany’s entrance into the wine field through 
purchase of Shewan-Jones, Inc., plus its 
efforts to develop export markets for Scotch 
and domestic whiskies likely to be reflected 
in a substantial advance in the stock?— 


L. D., Indianapolis, Ind. 


National Distillers Products Corp. 
reported for the quarter ended 
March 31, 1939, net earnings equal 
to 67 cents a share, as against 71 
cents a share for the March quarter 
of 1938. This company’s business 
has been featured by relative stabil- 
ity for some time past, earnings hav- 
ing amounted to $3.85 a share in 
1938, $3.86 in 1937 and $3.81 in 1936. 
While the company’s entrance into 
the wine field through purchase of 
Shewan-Jones, Inc., will provide a 
degree of diversification to the busi- 
ness, earnings doubtless will con- 
tinue to. depend mainly upon the 
price structure and demand for hard 
liquors. With the quantity of aged 
whisky on the increase, there prob- 
ably will develop a moderate trend 
toward lower prices in this division, 
but such well known trade names as 
“Old Grandad,” “Old Taylor,” “Old 
Overholt,” “Old Crow” and “Mount 
Vernon” may be expected to con- 
tinue to enjoy a relatively stable 
demand. In March of this year, the 
company floated a $22,500,000 issue 
of 10-year convertible 314 % deben- 
ture bonds, the proceeds from which 
were used to retire $13,845,000 10- 
year 414% debentures, as well as for 
repayment of all bank loans and to 
build up working capital position. 
Thus, the finances of the company 
appear to be in good shape which 
will allow it to develop its business 
in line with consumer demand. The 
business is not one likely to record 
any marked improvement over the 
immediate future, although from an 
income standpoint the stock should 
prove a satisfactory holding during 
a period such as business generally 
is now experiencing, while from a 
longer range viewpoint market pos- 





sibilities suggest the desirability of 
maintaining your position in the 
stock. 





American Rolling Mill Co. 


My holdings in American Rolling Mil 
amount to 75 common shares acquired at 42, 
and I am anxious to know whether present 
and future indications for the company jus- 
tify retention. Are large volume orders for 
the automobile companies and for construc- 
tion purposes continuing? Should the re- 
cently acquired subsidiary, Ashland Mining 
Co., prove profitable?—J. N., Dallas, Tezas. 


American Rolling Mill Co. special- 
izes in the production of sheets, with 
approximately 25% of output nor- 
mally consumed by the automobile 
industry. In the initial quarter of 
the current year, earnings registered 
considerable improvement over the 
like period the vear before, having 
amounted to $793,479, equal, after 
regular preferred requirements, to 
10 cents a share on the common. 
against a deficit of $197,310. More 
recent operations doubtless have 
been adversely affected by the con- 
tinued unsettlement abroad and the 
resulting reluctance of consumers to 
stock up inventories. Moreover, the 
sheet making capacity of the entire 
industry has been considerably in- 
creased over recent years with the 
result that the price situation con- 
tinues unsatisfactory. Steel for con- 
struction and miscellaneous manu- 
facture such as electrical equipment. 
refrigerators and like items probably 
will continue to enjoy a demand in 
excess of last year, but there is little 
in the immediate outlook to indicate 
sustained earnings gains sufficient to 
anticipate worthwhile earnings on 
the common. Dividends on the 450,- 
0600 shares of 414% preferred were 
discontinued after the payment 
made on July 15, 1938, and arrears 
on that issue are now rather sizable. 
Thus, the common stock is appar- 
ently removed from dividends for 
some little time ahead, or at least 
until preferred arrearages are cleared. 
When consideration is given to pre- 
vailing prices for the common. 
around 1414, as compared with your 
purchase price, however, we believe 
that the best policy for you to fol- 
low will be retention with a view to 
possible improvement in the eco- 
nomic situation later in the year. 
Given such a recovery movement. 
there is little question but that 
(Please turn to page 155) 
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Production and trade have held encourag- 
ingly steady during the past fortnight in face 
of the crazy situation abroad and a scarcely 
less insane stoppage of coal production at 
home. For the month of April, per capita 
Business Activity gave ground grudgingly to 
82.4% of the 1923-5 average, from an only 
slightly higher level of 84% in March. The 
April average was 17.4%, above the like period 
of 1938, against an increase of 19.4% for four 
months. National Income Paid Out during 
March amounted to $5,505,000,000, an increase 
of 3.2% over last year, compared with a gain 
of only 2% for the first quarter. March 
Payrolls, government and private, came to 
$3,615,000,000, or 5°% above last year. Dis- 
bursement of interest and dividends in March 
amounted to $735,000,000—up 2%. 

* * * 


Present indications are that industrial activ- 
ity will fluctuate narrowly around current level 
during the next few weeks; since the beneficial 
effects of reopening the coal mines are likely 
to be offset by greater-than-normal seasonal 
curtailment in automobile assemblies and cot- 
ton cloth production to work off excess inven- 
tories. Thus at best, it may be expected that 
second quarter volume pe | profits will about 
match the first quarter's showing and stage 


(Please turn to next page) 
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CONCLUSIONS 


INDUSTRY—Second quarter volume 
and profits probably about even 
with first quarter. 


TRADE—Lead over last year widens 
a little. 


COMMODITIES—Firmness in staple 
commodity prices foreshadows third 
quarter business gains. 


MONEY AND CREDIT—Gold ship- 
ments taper off; excess reserves and 
deposit at new highs. 
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Business and Industry 





Date 


Latest 
Month 


Last 
Year 


Previous 


Month 


——— 


PRESENT POSITION AND OUTLOOK 











INDEX OF PRODUCTION AND 


Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


WHOLESALE PRICES (h) 





INDUSTRIAL PRODUCTION (a)|_ Mar. 


98 


98 719 





Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


83 
80 
67 
90 
76 
94 
81 


83 75 
80 69 
69 46 
88 83 
76 72 
93 86 
19 78 








INVENTORIES (n. i. c. b.) 
Raw Materials 
Semi-Finished Goods 
Finished Goods 


75.9 


76.7 








COST OF LIVING 
Alll items 


99.0(pl) 
113.6(pl) 
110.0(pl) 


100.6 
112.3 
109.5 








NATIONAL INCOME (cm)t.... 


84.9 
78.0 
86.1 
72.3 
85.8 
96.7 
117.8 


85.1 
78.4 
86.1 
72.4 
86.9 
96.7 
1t74 








$5,505 


$5,093 





CASH FARM INCOME}; 
Farm Marketing 
Including Gov't Payments 
Total, First 3 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 


Paid (ee) 


FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable goods 








FACTORY PAYROLLS (f) 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (Ff) 
Chain Store Sales (9) 
Variety Store Sales (g) 
Rural Retail Sales (j) 
Retail Prices (s) as of 





FOREIGN TRADE 
Merchandise Exports 
Cumulative year's total t to 
Merchandise Imports t 
Cumulative year's total? to 





RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures*. . 


Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return %............. 





BUILDING Contract Awards (k). 
F. H. A. Mortgages 
Selected for Appraisalf........ 
Accepted for Insurance t 
Premium Payingt 





$487 
582 
1,687 
91 
120 


76 


$430 











Apr. 


Apr. 


88 
110.0 
113.6 
123.7 

89.1 


88 
109.8 
115.0 
110.6 

89.1 


83 
105.0 
107.0 
105.8 

90.6 





Mar. 
Mar. 31 
Mar. 
Mar. 31 


$268.4 
699.8 
190.4 
526.7 


$275.3 
826.3 
173.4 
507.0 


$218.6 





1st 3 Mos. $897,774 
1st 3 Mos. 
1st 3 Mos. 
1st 3 Mos. 
1st 3 Mos. 
1st 3 Mos. 


693,925 
86,241 
85,808 

77.29 
1.78 


$813,163 
676,923 
84,944 
19,963 
83.25 
0.41 





Apr. 


Mar. 
Mar 
Mar. 


$330.0 


921.7 
63.5 
50.2 


$222.0 


95.2 
39.9 
22.3 





Building Permits (c) 
214 Citiest 
New York Cityt 
DN NEE I is sa's's g pinis as ee 


Apr. 
Apr. 
Apr. 


$76.5 
18.7 
95.2 


$68.6 
16.2 
84.8 








Engineering Contracts (En) + 





Apr. 


$240.7 


$193.4 





a 


(Continued from page 145) 


nearly the same percentage increase over the 


corresponding period of 1938. In the absence 
of a general European war, and barring further 
serious labor trouble at home, prospects favor a 
fairly substantial pick-up in business volume dur 
ing the second half of 1939; since, contrary to 
earlier expectations, there now appears little 
chance that Government deficit spending will 
taper off materially this year. In any event, con. 
tinued expansion in building activities, super 
abundant banking reserves, and the absence of 
speculative excesses appear to offer assurance 
against any severe slump in business. 


* * * 


Factory employment in March was 4% above 
last year, with payrolls up 13% owing to length- 
ening work hours. March employment in the 
durable goods field was 5% above last year, 
against a gain of only 3.2% in nondurable 
goods. Employment on various Federal work 
relief projects during March was 789,000 above 
last year, causing an increase of $46,000,000 in 
work relief payrolls for the month. Number of 
gainfully employed in March is estimated at 
44,000,000, of which 8,660,000 were on farms, 


* * * 


Department store sales for week ended 
April 29 were 6% above last year, making a gain 
of 1% for four weeks. Total retail trade for the 
first quarter was 5% above the like period in 
1938, with general merchandise showing a gain 
of 3%; consumers’ durable goods, 17%; and food 
sales about on a level with last year in dollar 
total, but increasing in unit quantity.- March 
wholesale sales were 4.8% above last year, with 
month-end inventories down 6.6%. Producers’ 
sales in March were 9.9% above last year. Maer- 
chandise exports plus imports in March were 
2% above the like period of 1938, compared 
with an 8% decrease for three months; while 
excess exports came to $78,000,000, against 
$60,000,000 in February and $35,000,000 in 
January. Excess for first quarter last year was 
$321 ,000,000. 


* * * 


Carloadings recently have recovered to 
around 9% above last year, in spite of the coal 
strike. Railroad gross revenues in March 
gained 13.6% compared with 10.4% for the first 
quarter. March net operating income increased 
187% against 330% for the first quarter. 


Building permits granted in March were 
44% ahead of last year, including a 70% in- 
crease in residential permits. For three months 
the gain was 20%, with residential permits up 
34%. Engineering Construction Contracts award- 
ed during week ended May 4 were 102% above 
the like period of 1938, compared with a 24% 
gain during April and a 26% increase for the 
yearto date. Construction contracts awarded 
during the first three weeks of April in 37 States 
East of the Rockies were 61% above the like 
period of 1938. 
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Date Month Year 
L 
Ingot Production in tons * Apr. 3,365 1,925 
OOK Pig lron Production in tons®*....| Apr. 2,395 1,376 Estimated domestic retail sales of ears and 
—— Shipments, U. S. Steel in tons*..| Apr. 768 502 trucks during April about balanced output of 
| 305,000 units, leaving new car inventories un- 
AUTOMOBILES changed at 485,000, compared with 428,000 on 
Production May 1, 1938. April retail sales were 7% below 
Factory Sales Mar. 371,940 297,841 221,795 March; but 33% ahead of April a year ago. 
over the Total 1st 3 Months 1939 1,008,933 617,854 Factory sales during April, in the U.S. A. and 
absence Retail Sales Canada were about 51% above last year, against 
g further Passenger Cars, U. S. (p) Mar. 252,000 164,942 181,218 a four-months' increase of 56%. 
s favor a Trucks, U. S. (p) Mar. 42,000 35,102 37,278 * * « 
ces by PAPER (Newsprint) Rests 08 on order (excluding railroad 
ary shops) on March 31 totaled 60, compared with 
ars little Production, U.S. & Konede* (tons).| Apr. 298.2 300.6 259.6 74 a year earlier. Shipments (domestic and 
ling will Shipments, U.S. & Canada i Cone), - Apr. 291.7 286.7 271.5 foreign) during the first quarter were 63, against 
te con: Mill Stocks, U.S. & Canada *® (tons).| Apr. 232.6 226.0 202.6 99 @ year earlier. Expanding lumber orders 
» SUpere 2 continue to exceed production and shipments. 
sence of |MILIQUOR (Whisky) Portland cement shipments during March were 
ssurance Production, Gals. * Mar. 9,983.7 8,735.1 9,885.6 hood of | 
17% ahead of last year. 
Withdrawn, Gals. * Mar. 6,794.1 5,002.6 5,647.6 gy Bee N 
* 
Stocks, Gals. Me. bash oie 472, 703.9 ” FASD.S Demand for anthracite consequent upon the 
%, abo Appalachian soft coal strike has expanded work 
: le th. Machine Tool Orders (n) Apr. 155.6 185.4 90.3 week to six days, from previous three days. The 
t ‘wa Railway Equipment Orders (Ry) added output combined with expansion of soft 
, Bs “ Locomotive Apr. 19 63 3 coal production from mines which had remained 
ik ble Freight Cars Apr. 2,695 1,000 None opened up to May 4, raised total weekly coal 
re rk Passenger Cars Apr. 14 60 1 | production to the 1938 level. Industry is so 
> b . Cigarette Production t Mar. 14,244 11,782 13,728 | overcapacitied that current needs could apparently 
000 # Bituminous Coal Production * (tons).| Mar. 35,290(pl) 33,910 33,467 | be supplied without operating the Appalachian 
nies a Boot and Shoe Production Prs.*...| Apr. 39,000(pI) 42,226 37,543 | 
were a Portland Cement Shipments * Mar. 1,123 963 1,167 | 
in teal Commercial Failures (c) ” 1,140 1,123 1,172 
ded WEEKLY INDICATORS 
- ende OOF Lewes meee 
ga gain |i : Latest Previous Year 
for the | Date Week Week yen PRESENT POSITION AND OUTLOOK 
. d . H — ra 
oe cain | M.S. W. INDEX OF BUSINESS 


ind food ACTIVITY 1923-25—100 May 6 82.0 81.9 60.1 Electric power output, reflecting the recent 
n dollar IELECTRIC POWER OUTPUT mild dip in general manufacturing activity, has 
































n 1 rr May6 2,164. 2,183 1,939 | receded a little during the past fortnight, at a sea- 
ar, with : ——| son when moderate expansion is normal. Un- 
oducers’ | I TRANSPORTATION seasonably cool weather has also kept down de- 
. Mer | Carloadings, total May 6 572,857 586,015 536,149 mand for refrigeration purposes. Tentative plan 
ch were | May 6 34,019 35,231 32,549 for additional Government-built power plants as 
ympared May 6 60,736 75,601 77,213 preparedness measure, will probably not meet 
; while Forest Products May 6 30,127 29,231 25,809 approval of Congress, and should not be con- 

against Manufacturing & Miscellaneous....| May 6 258,317 257,135 225.011 | strued as a revival of the Administration’sjwar on 
,000 in L. C. L. Mdse May 6 153,803 153,424 150,750 utilities. 
car W2s | BSTEEL PRICES a na ba 

- Scattered coal shortages and more than adequate 
| Pig Iron $ per ton (m) May 9 20.61 20.61 23.25 inventories held by the automotive industry are 
Scrap $ per ton (m) May 9 14.25 1425 11.75 responsible for a slightly greater than normal 
red to | Finished c per Ib. (m) May 9 2.286 2.286 2.512 | seasonal recession in steel operations, though 
he STEEL OPERATIONS the current ingot rate is still more than 50% above 
ar : last year. The lull in consumer buying h 
, Bees 13 47.0 _ 
the first % of Capacity week ended (m) May caused a little price shading; but hopes are enter- 
creased CAPITAL GOODS ACTIVITY tained of escaping repetition of last autumn's 
(m) week ended May 6 59.2 61.2 brief demoralization, which enabled automobile 
makers to snap up nearly a year’s supply of steel 
PETROLEUM } at cut-throat prices. 
h were Average Daily Production bbls.*..| May 6 3,581 3,568 a year ie 
: : % 
0% in- | Crude Runs to Stills Avge. bGh. ..| May 6 3,275 3,405 Sinton of tanita Acie ie, 

months Total Gasoline Stocks bbls. May 6 86,216 86,794 Genel aa gy sath ly nr h 

3 3 oe M 6 108,597 108.409 roug ay an une has urther strengthened 
mits up Gas Fuel Oil Stocks bbls. id : ‘ wholesale gasoline prices to a point where most 
; award- Crude—Mid-Cont. $ per bbl May 13 1.02 1.02 F salleceia dase eat os dis aaa 
» above Crude—Pennsylvania $ per bbl....} May 13 1.48 1.48 . 

a 24% Gasoline—Refinery $ per gal May 13 .06 .06 
for the 


warded t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long 
1 States | item trend. (c)—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
he like |(qDept. of Agric., 1924-29—100. (ee)—Dept. of Asgric., 1909-14—100. (f)—1923-25—100. (g)—Chain Store Age 1929-31—100. 
()—U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron Age. (n)—1926—100. (pl)—Pre- 
liminary. (s)—Fairchild Index, Dec. 1930—100. (En)—Engineering News Record. (Ry)—Railway Age. (n. i. c. 6.)—Nat. Ind. Conf. Bd. 


1936—100. 
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Trend of Commodities 


Commodity prices under the leadership of agricultural 
products have displayed varying degrees of strength over 
the past fortnight. Also signifigant were reports of gradual 
relaxation in the hand-to-mouth buying policies which so 
revalent during April. It is to be doubted, however, that 
Lonnaid buying will assume sizable proportions, at least for 
several months. The normal slackening in business activity 
at this season of the year promises to be a restricting factor 


so far as forward commitments in raw materials are 
cerned. It appears certain that the Government, in a 

to the $760,000,000 farm subsidy program, will again atte 
to peg prices of major agricultural commodities thr 
loan program. Government loans to growers alread 
about $750,000,000 against which have been 
11,400,000 bales of botton, 85,000,000 bushels of wheat 
225,000,000 bushels of corn. 
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Changes in Major Commodity Price Groups for the Fortnight Ended May 6, 1939 
Ferm Products.................0ce0e000- 4 Gown o3 petal he a ei 94 ~~ o2 
Hides and Leather eathe: Mick nyere taken 91.8 wo 0.5 Chemical. GIN ARSON ce 75.7 down ont 
DN ae. ox deeeasesce te ¥ usefurn’ ae r 
_ nw hr a 746 u.0.9 Mi . 74.3 up 0.1 
2 PRESENT POSITION AND OUTLOOK 
Date Wk. orMo. Wk.orMo. Ago ; 
COTTON Cotton. Reports are current that Spain 
Price cents per pound, closing buy 50,000 bales or more of cotton. Details 
TN oO Ae eet oe a eerie May 13 8.51 8.36 8.76 understood to be the final stages. Exports 
SS SER ase ghee ee oie rena May 13 7.94 7.86 8.80 far this season have been 42 per cent less than 
ES Ee Ee ane a ems (ie 9.51 9.36 8.76 year ago and only about 50 per cent of the 10: 
(In bales 000's) year average ending with 1936. What steps 
Visible Supply, World........... May 12 7,683 7,186 8,614 Government may be planning, if any, to red 
Takings, World, wk. end..........] May 12 352 420 261 loan stocks are not known at this time. Some pot 
Total Takings, season Aug. 1 to....| May12 14,626 14,274 14,935 tion of these large holdings may be bartered 
Gonbemntion: 0.9;. 5 30- ss. ss ce Mar. 00 649 562 513 other essential raw materials—some may 
eo. ee May 12 30 35 45 diverted for relief purposes. About all that é 
Total Exports, season Aug. 1 to....| May 12 3,029 2,999 5,202 certain is that an unfettered market and restorati 
Government Crop Est. (final). ..... 1938 120008. cs 18,946 of former foreign markets are unlikely for so 
Active Spindles (000's).......... Mar.00 22,472 22,525 22,291 time to come. 
os a * 3 
WHEAT Wheat. Reflecting a tight cash position May 
Price cents per bu. Chi. closing wheat advanced 43 cents last week. Wea 
BU aceasta sshict Cees coast May 13 195g 15% 81% | news also played an important role in the wh 
BRAN a bhoteotbstn ate Sas. Sie AIS May 13 TAY, 134%, 77Ye | market. Advices from the Southwest indi 
Exports bu. (000's) since July 1 to.) May 6 113,212 111,774 109,045 that the crop has deteriorated rapidly during 
Exports bu. (000’s) wk. end....... May 6 1,438 914 2,548 past fortnight, while conditions in the Northw 
Visible Supply bu. (000’s) as of...| May 6 66,580 68,302 37,304 are critical and rain is needed. It is still ra 
Gov't Crop Est. bu. (winter) (000's)..| May 1 543,928 549,219 686,637(ac)} early to judge crop prospects but from this poi 
— - on weather conditions will be the domi 
CORN factor. Reports also indicate smaller forei 
Price cents per bu. Chi. closing crops. 
BARD Recaro aires cient tote sia ct May 13 50% 493%, 5814 OE Ors 
RID ie ease hips 5 San ie May 13 513% 511% 5934 Corn. Until late last week, corm has be 
Exports bu. (000's) since July 1 to.} May 6 67,593 67,084 54,693 featureless. Export business was inactive. 
Visible Supply bu. (000's) as of...) May 6 37,288 38,639 37,589 gentine shipments have been on a larger scal 
Gov't Crop Est. bu. (000's) (final)..| 1938 2480958 ...... 2,644,995 and ances continue substantial for the nex 
several months. 
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-_ Latest Previous Year . ” : 
Date Wk orMo. Wk. or Mo. ree PRESENT POSITION AND OJILOO“ 

















‘| COPPER : 
Poice cents per Ib. Copper. A reduction in prices to 10 cents a 
Domestic | 10.00 10.25 10.00 | pound, subsequently followed by strength in 


CR es pci iwsine Ke nedaws | 10.125 10.10 9.50 | European prices, precipitated another large buy- 
Refined Prod., Domestic (tons). . . .| . 58,368 66,246 55,749 | ing wave and sales on May 10 exceeded 16,000 


Refined Del., Domestic (tons). . . . .| 42,484 50,486 31,684 tons. Apparently fabricators forsee a large 
Refined Stocks, Domestic (tons)... | 332,513 320,446 356,663 | potential demand, which might become increas 
Refined Prod., World (tons) 166,308 171,343 162,588 | ingly effective with any strengthening in the 
Refined Del., World (tons)........ 111,194 158,066 161,261 | Price, and felt it would be advantageous to avail 


Refined Stocks World (tons) Age. 30 522,722 506,391 541,579 | themselves of the 10 cent level while they could. 


* * * 





Tin. Lead by lower prices in London and 


Price cents per lb., N. ¥ May 13 42.00 49.25 38.05 Singapore, tin prices in New York declined to 49 
Tin Plate, price $ per box May 13 5.00 5.00 5 35 cents from 49.25 cents. Buying interest is dull 
World Visible Supplyt as of Apr. 30 33,873 33,890 30,606 and consumers appear to be well supplied for 
U. S. Deliveriest Apr. 5,980 4,155 3,745 about four weeks ahead. Tin plate operations are 


U.S. Visible Supply t as of Apr. 30 3,385 5,806 4,447 not expected to hold at the recent 70 per cent 
figure. Some seasonal decline is anticipated. 
* 





| LEAD ae 
Price cents per Ib., N. ¥ May 13 4.75 4.75 4.50 Lead. Although activity has tapered off 
U. S. Production (tons) Mar. 40,799 39,336 36,436 considerably, market shows a firm undertone. 
U. S. Shipments (tons)............/ Maar. 40,871 34,421 31,052 First quarter deliveries averaged 38,500 tons com- 


Stocks (tons) U. S., as of..........| Mar. 31 122,035 122112 143/514 pared to 32,000 tons in the first quarter last year 
and an average of 35,100 tons for all of 1938. 
ZINC + * # 


Price cents per Ib., St. Louis | May 13 4.50 4.50 4.00 Zine. Indications are that sales thus far this 
U. S. Production (tons) Apr. 43,036 45,084 38,035 month have exceeded average deliveries. Prices 
U.S. Shipments (tons)...........-| Apr. 40.641 45,291 20,806 are firm and seem likely to hold. 

Stocks (tons) U. S., as of..........| Apr. 30 130,380 127,985 135,238 








Silk. The silk market continues to be a one- 
SILK | way proposition with prices again reaching new 


Price $ per Ib. Japan xx crack May 13 9.69 2.64 1.63 highs. On the other hand high prices are taking 
Mill Dels. U. S. (bales), season to..| May 362,075 334,273 320,301 a toll of consumption. May figures are expected 
Visible Stocks N. Y. (bales) as of. . 1 20,738 23,116 41,455 to reveal another decline in usage. Hosiery 


prices will be advanced. 
RAYON (Yarn) ae we 3S 
Price cents per Ib 51.0 $51.0 54.0 Rayon. Both production and consumption 


Consumption (a) : 93.1 96.5 16.3 set a new high record in the first quarter. Deliv- 
Stocks as of (a) : 43.8 41.3 65.9 eries in April totaled 23,100,000 pounds as com- 
pared with 26,500,000 pounds in March. Rayon 
WOOL usage is gaining at the expense of silk. 

* 


Price cents per Ib. tops, N. ¥ 861% 85% 719 ie: 




















Wool. Wool top futures displayed an irregu- 
HIDES lar price trend and showed a small net loss for the 


Price cents per Ib. No. 1 Packer. . | 10% $10.0 08% latest week. Domestic manufacturers are com- 
Visible Stocks (000’s) (b) as of... . 12,941 13,375 14,554 plaining over the influx of English worsteds. 


No. of Mos. Supply as of ’ 6.1 7.0 9.0 ne eee 
: Hides. Total visible supplies of hides and 


RUBBER cattle leathers at the end of March were the 
Price cents per Ib 15.98 15.90 11.87 smallest on record. Consumption in March was, 


oS a ee Mar. 38,989 36,490 35,967 with only four exceptions, the largest for any 
Consumption, U. S.t............. | Mar. 50,165 42,365 30,487 | month on record. 
eke U.S. as of..........-... 55] 219.843 231,475 299,172 
Tire Production (000’s) | Mar. 5,137 4,344 2 680 Rubber. Expectations are that the Inter- 
Tire Shipments (000’s)............| Mar. 4,583 3,739 2795 national Rubber Regulation Committee will in- 


Tire Inventory (000's) as of Mar. 31. 10,109 9,573 10,521 crease third quarter quotas to at least 55 per cent. 
Domestic stocks are quite low and, coupled with 


COCOA | the proposal to barter cotton for rubber and tin, 
Price cents per Ib. May...........| May 13 4.20 4.95 4.48 might conceivably create a temporary shortage 
Arrivals (thousand bags) | Apr. 518 615 199 later on. A higher quota figure, therefore, 
Warehouse Stocks (thousand Ibs).... May 12 1,387 1,343 688 would appear in order 





* * * 








* * 





| COFFEE Cocoa. Market pressure has eased. African 
Price cents per Ib. (c) May 13 7.25-7.50 7.25-7.50 a5 supplies are the only cocoa now afloat for the 
| Imports, season to | Apr. 30 11,487 10,134 United States. Consumer interest lags. Ware- 
| U.S. Visible Supply (bags 000's)... May 1 4,352 1,333 house stocks con‘inue to rise. 


* * * 





SUGAR | Sugar. Prices weakened with the report that 
| Price cents per Ib. | plans are under way to release additional supplies 
Duty free delivered May 13 2.95 2.75 on the world markets. Members of the Interna- 
Refined (Immediate Shipment)...| May 13 4.45-4.50 4.45-4.50 4.65 tional Sugar Council are being solicited for the 
U.S. Deliveries (000’s)*..........| 1st 3 mos. 1,357 1,258 ideas on increased supplies and official announce- 

U. S. Stocks (000’s)* as of | Mar. 31 735 856 ments may be deferred for some time. 











(a)—Million Pounds. (ac)—Actual. (pl)—Preliminary. (c)—Santos No. 4 N. Y. t—Long tons. *—Short tons. 
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Money and Banking 












































































































Latest Previous Year 
Date Week Week Ago COMMENT — 
INTEREST RATES Excess reserves, after declining in the previous 
Time Money (60-90 days)........ May 13 114% 114% 11%4% | week, not only made up all of the preceding drop, 
Prime Commercial Paper.......... May13 %-1% ¥e-1% 1% | but attained a new high at $4,190,000,000 F 
(COTTE ES ee EE aerate May 13 1% 1% 1% | Actual member bank reserves increased isol: 
Re-discount Rate, N. Y........... May 13 1% 1% 1% $95,000,000 in the latest week but required te- Mei 
| serves were reduced $15,000,000 resulting ina | cha 
CREDIT (millions of $) | net increase of $110,000,000 in excess reserves, h 
Bank Clearings (outside N. Y.)..... Apr. 29 2,330 2,402 2,172 | Gold stocks increased $55,000,000 and raised the 
Cumulative year's total to......... Apr.29 40,062 ~—.......... 38,334 the total to a new high at $15,856,000,000, of 
Bank Clearings, N. ¥............. Apr. 29 3,433 3,204 3,449 | The increase in the most recent week, however, wen 
Cumulative year's total to......... Aprs29 «953:0383—Ct—i‘«C«YSJjC cs 64,948 | was the smallest of any week since the first week in exp 
F. R. Member Banks | | March. For three weeks, apparently reflecting li | 
Loans and Investments..........| May 3 21,785 21,775 20,842 an easing in the European political situation, the _ 
Commercial, Agr., Ind. Loans... May 3 3,841 3,844 4,126 | rate of gold shipments has been tapering off. sion 
Brokers Loans RR Le Oe a Se May 3 648 685 646 | Currency circulation dropped $11,000,000 in the chie 
Invest. in U. S. Gov'ts.......... May 3 8,341 8,270 8,001 | latest week in t 
Invest. in Gov't Gtd. Securities...| May 3 2,026 2,030 1,322 a: oe next 
(ee Semeiies... 2.05... .5. May 3 3,347 3,375 3,302 The latest weekly statement of New York City | : 
Demand Deposits.............. May 3 16,660 16,742 14,450 | member banks was featured by a decline of In 
Tee May 3 5,248 5,235 5,226 , $18,000,000 in holdings of Treasury bonds. a 4 
New York City Member Banks | This was the first decrease since Feb. 8, when the , Sear 
Total Loans and Invest.......... May 10 7,956 8,040 7,694 | breakdown in Government bond holdings was . 
Comm'l Ind. and Agr. Loans....} May 10 1,378 1,375 1,576 | first made available. From Feb. 8 to May 3, — 
ee Ce eee May 10 517 502 468 | New York banks added $590,000,000 to their and 
iovest. U. 3. Gov's............ May 10 3,025 3,047 3,076 holdings of long term Treasury bonds. Appar — lift | 
Invest. in Gov't Gtd. Securities... May 10 1,023 1,040 560 | ently the sizable profit which had accrued on these strik 
ther Secunities.... «05.55.0066 May 10 1,158 1,218 1,040 | commitments proved very tempting. Total loans .% 
Demand Deposits.............. May 10 7,460 7,378 6,037 | and investments, reflecting chiefly the retirement ; 
Wime DepOIS: <6... <.04. 006050 May 10 622 620 633 | of $60,000,000 New York City revenue bills, fiscal 
Federal Reserve Banks | were off $84,000,000. For the first time in three profi 
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Companies with Progressive 
Managements 
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(Continued from page 127) 


isolation. With the transfer of Mr. 
Merseles to Johns-Manville — mer- 
chandising to building materials— 
the Everitt management took charge 
of Montgomery Ward, promptly 
went on a spree of unsound over- 
expansion and was caught out on a 
limb by the great 1929-1932 depres- 
sion. Sewell Avery, then and now 
chief officer of U.S. Gypsum, stepped 
in to head Ward and to write its 
next chapter of progress. 

In 1933 Ward would have required 
a 45% increase in sales to match 
Sears; by the close of 1937 a 30% 
increase would have done the trick 
and by the end of last year a 21% 
lift would have done it. Equally 
striking has been the improvement 
in Ward’s earning power. For the 
fiscal year ended January 31 net 
profit was equal to approximately 
84% of the Sears profit, as compared 
with 44% in 1929. 

Sound diversification, producing 
profits from new lines of activity, is 
often an earmark of progressive 
management. While most commonly 
thought of in relation to manufac- 
turing companies, it is by no means 
exclusive to this field. For example, 
what Commercial Investment Trust 
has to market mainly is an install- 
ment financing service but in recent 
years this has been supplemented 
by the company’s entrance into the 
related field of textile factoring and 
by acquisition of a subsidiary en- 
gaged in underwriting fidelity and 
surety insurance. 

Developing new uses for existing 
products or materials is another 
avenue of opportunity exploited by 
many smart managements. One of 
the most notable jobs of this kind 
was the transformation in the mar- 
kets served by International Nickel 
within the space of less than a gen- 
eration. In 1918 this company was 
largely a “war baby.” At the end 
of the World War its market was 
largely gone, but in the following 
years skilled research and aggressive 
promotion developed industrial mar- 
kets which consumed more nickel 
than had ever been used in arma- 
ments. The rapid transformation of 
du Pont from a maker of explosives 


Studebaker 





Sales 





SOAR! 


Studebaker’s March business 


was 2% times ahead of last March 


-»- and business for April, 1939 was 
almost 3 times that of April, 1938! 


ere up, week by week, 
to a stronger, sounder 
position in the automotive in- 
dustry ... that’s the Studebaker 
record to date for 1939! 


During the month of March 
this year, only a few of Stude- 
baker’s tremendously popular 
new low-priced Champion 
models were available to the 
public. Yet Studebaker factory 
sales in March this year ex- 
ceeded those of last March 
more than 21% times! 


Studebaker’s April factory 
sales of Presidents, Command- 
ers and Champions were almost 
three times greater than last 
April. And state registration 
figures for new Studebakers are 
steadily increasing, as a result 
of insistent public demand for 
Studebaker’s remarkable new 
6-cylinder Studebaker Cham- 
pion—the sensational improve- 


ment in lowest price cars that 
is selling for as little as $660, 
delivered, at the factory. 


New Studebaker Champion 
scores big success! 
Dealer orders for this new 
Studebaker Champion—the 
new quality car in the lowest 
price field—far exceed Stude- 
baker factory production facil- 
ities. Automotive experts, news- 
paper editors, magazine com- 
mentators and business leaders 
all acclaim the instant success 
of this new Studebaker Cham- 
pion as an encouraging busi- 

ness sign. 


To every observant person, 
Studebaker’s temarkable prog- 
ress this year is convincing 
proof that Studebaker’s virile 
independence, as exemplified 
by the new Champion, is an in- 
fluential force for the good of 
the entire motor car industry. 


THE STUDEBAKER CORPORATION 
Established 1852... World’s Oldest Vehicle Manufacturer 
SOUTH BEND, INDIANA 
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to Bondholders of 


Postal Telegraph and Cable Corporation 


Every holder of ONE or MORE Bonds who has 
not already assented to the Plan of Reorgan- 
ization should COMMUNICATE IMMEDI- 
ATELY with the undersigned, giving full name, 
address, and the face amount of the Bonds held. 


THE TRUSTEES, Postal Telegraph and Cable Corporation, 
67 Broad Street, New York 























to a vast industrial enterprise, also 
mainly within the past two decades, 
has been an even more striking ex- 
ample of what first rank manage- 
ment can do with the tools of capital 
and labor. We have an abundance 
of these tools—billions of idle capital 
and millions of idle men—but there 
is no excess of progressive and alert 
managerial brains. 





Safest Industries for Cur- 
rent Investment 
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strongest long term growth factor. 
This means that even if a chemical 
stock is bought prematurely and has 
to be held through a decline, one 
can feel reasonably sure not only of 
ultimate recovery but of ultimate 
profit. Hence chemicals are not only 
sound long term investments but 
are well suited to conservative spec- 
ulation in cyclical swings which are 
normally less extreme both in de- 
cline and advance than the swings 
in heavy industry or producer goods 
equities. In any growing industry 
well-managed companies of small or 
moderate size will make larger per- 
centage gains over a period of time 
than equally well-managed large 
companies, since there is a simple 
law of diminishing rate of gain in 
giant size. Monsanto would be the 
writer’s choice in chemicals. 
Utilities may be considered as 
partly consumption goods stocks, 
since domestic and commercial con- 
sumption of electricity is subject to 
very little cyclical fluctuation. In 
fact, there is one prominent utility 
which is almost solely a consump- 
tion goods affair—Pacific Lighting, 


152 


about 80% of whose revenues are 
derived from sales of natural gas for 
domestic and commercial heating 
purposes. There is no growth factor 
here but the dividend yield is at- 
tractive and has been maintained 
for many years. Indeed, if one had 
never heard of the political troubles 
of the utility industry and looked 
only at the long dividend records of 
various good operating utilities, it 
would not be even faintly suspected 
that anything might be wrong! Can 
anyone remember when American 
Telephone paid less than $9 or Con- 
solidated Gas of Baltimore less than 
$3.60? 

Finally, there are several fields 
which will be immune to the gen- 
eral business cycle for some time to 
come because of direct stimulation 
from the world armament race. 
They include aircraft manufacture, 
ordnance and_ shipbuilding, while 
certain machine tool companies are 
also major beneficiaries. In ord- 
nance and shipbuilding there are no 
listed securities which meet even 
semi-investment requirements, in 
the writer’s estimation, but a rela- 
tively conservative equity stake in 
the armament economy can be had 
by dividing a commitment between 
United Aircraft and Niles-Bement- 
Pond, which is one of the more 
promising machine tool enterprises. 

There is, of course, no such thing 
as absolute safety in this world. The 
purchasing power of cash or inter- 
est from gilt-edged bonds can be 
wrecked by inflation. A gold mine 
can be ruined by earthquake or con- 
fiscated by a government gone Com- 
munist or Fascist. Taxes on all in- 
vestment income can be raised to 
confiscatory levels. No common 
stock is entirely depression-proof, 
for, as we saw in 1932, emotional 
extremes can bring quite absurd 


prices even for stocks paying satis. 
factory and unchanged dividends, 
We have assumed here that Amer. 
ica is not going crazy, that reasoy 
will prevail and that time-tried jp. 
vestment principles will work out ip 
more or less normal fashion—an( 
the writer believes the assumption 
is valid. 
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Motor Makers Struggle for 
Supremacy 
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(Continued from page 133 


companies. Conceivably there would 
be more room for two or three inde. 
pendents once the remainder were 
safely combined into the fourth 
major organization. 

Despite the obvious advantages of 
a merger, the chances are that it will 
not come about in the immediate 
future. Prospects for the indepen. 
dents must therefore be judged in- 
dividually until more definite plans 
are known. A lasting period of pros- 
perity — not the 1937 type which 
ended too early and too abruptly — 
would give them a better opportu: 
nity to regain lost ground. Since 
they are recognized as speculations 
on favorable general conditions, 
their stocks sell in the low brackets 
until it has been demonstrated that 
business is actually reaching the 
boom point, after which their rather 
nodest capitalizations can help to 
produce a bull market in such issues. 
Any one or several of them might 
then receive the impetus to break 
into the present leadership of the 
industry; and it is on such a poss 
bility that the gains in their stocks 
are based. They have more to gain, 
marketwise, than the major compa 
nies for the paradoxical reason that 
they have more to lose if things 
break badly. 

With 1939 apparently slated to be 
a moderately good year for the mo- 
tor companies there will be a dispo- 
sition to favor the status quo, to 
concentrate on the immediate prob- 
lems of making and selling cats 
rather than on the longer future. It 
would be a mistake, though, to dis 
count entirely this talk of a fourth 
big company in the industry so long 
as the three present leaders continu 
to take more and more of the mar 
ket, always at the expense of the 
independents. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Venture Capital Must Be 
Encouraged 











(Continued from page 115) 


period up to two years. Presumably 
after two years the tax would apply 
to 50% of realized gains as at 
present. 

This would be a change for the 
better but it does not go far enough. 
As this publication has repeatedly 
urged, the capital gains tax is not 
importantly productive of Federal 
revenues, is a major obstacle to both 
investment and speculative ven- 
tures, is wrong in principle—since 
capital gains are wholly different 
fom normal and regular income— 
and should be abolished. Complete 
elimination in one bold stroke would 
do more to induce a_privately- 
financed recovery than any other 
single step the Government has the 
power to take. Since this is unlikely 
aud since some help is better than 
none, the next best plan would be 
a moderate flat-rate tax—say 12 
or 15 per cent—on all capital gains. 
There is not much logic in any time 
scale. It doesn’t make sense to re- 
ward the tax payer for holding an 
asset six months and one day but to 
penalize him for holding it five 
months and twenty-nine days. Nor 
is there any sounder basis for making 
a distinction between an asset held 
two years and an asset held two 
years and one day. 

What is now left of the undistrib- 
uted earnings tax is of no great im- 
portance, even psychologically, but 
since the principle is wholly unsound 
this remnant should be abolished. 

As is usual in periods of reform 
and social change, the New Deal’s 
greatest mistake has been to give us 
too much reform too fast. The mis- 
take can be corrected, without turn- 
ing the country over to black re- 
action, by common sense revision of 
such policies as are demonstrated by 
siX years experience to be impeding 
recovery. To refuse any modifica- 
tions would not only be bad for the 
country but, in this publication’s 
view, would be bad politics even 
from the standpoint of the personal 
self-interest of the New Dealers. The 
November election showed the tide 
tu be running against the sum total 
of New Deal policies and methods. 
More of the same policies and 
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'CLIP °1°°° TO THIS ADVERTISEMENT: 


Sign your name and address and mail 


We will mail you— 


Information on more than 40 


The best buys among the Copper. 
Zinc, Lead and Nickel stocks. The 
least attractive issues. Ten-year 
earnings record and balance sheet 
comparison. More than 50 pages of 


leading metal stocks 


basic information—facts, opinions, 
charts, statistics, advice—everything 
you should know about the non- 
ferrous metals industry and its se- 
curities. 


In addition we will send you a list of — 


85 companies that earned 


_A sound investment policy 


STANDARD STATISTICS CO., 


These are companies that achieved 
gains in a year when average corpor- 
ation profits were less than half those 


We will also mail you the current 
OUTLOOK FOR THE SECURITY 
MARKETS which outlines what we 


more in 1938 than 


in 1929 


of 1929. Clearly some of these com- 
panies have demonstrated ability to 
move ahead under adverse conditions. 


to follow in this market 


consider a sound investment policy 
to follow in this market, along with 
definite recommendations. 


TAKE ADVANTAGE OF THIS UNUSUAL OFFER—TODAY! 


INC. 


The Largest Investment Advisory and Statistical Organization in the World 
345 Hudson Street 


methods will not rebuild the Admin- 
istration’s political fences but destroy 
them completely. In that case—as 
is not uncommon in history—we will 
again have seen a liberal Adminis- 
tration wrecked not by its opponents 
but by itself. 

The net effect of over-regulation 
of business, finance, investment and 
speculation—through taxes, other 
laws and administrative agencies— 
has been a dangerous repression of 
the venture spirit. It was the ven- 
ture spirit that built this country. 
We can’t go forward unless it is 
brought to life. 

Over-speculation is a bad thing 
for the country—as we learned to 
our sorrow in 1929—but under-spec- 
ulation is also a bad thing; and we 
have been so intent on preventing ¢ 
recurrence of 1929 over-speculation 
that we are now sunk in the apathy 
of persistent under-speculation. As 
a matter of fact, nations don’t make 
the same mistake twice in a decade 
or even a generation. If every sin- 


gle curb on speculation were re- 
moved entirely, it is to be doubted 
that most of us now living would 
ever again see a recurrence of 1929. 
Indeed, it would not be easy for the 


New York, N. Y. 


New Deal to revive speculative con- 
fidence and activity by mechanical 
measures. Hence even a substantial 
lowering of the margins applicable 
to stock speculation would not be 
dangerous and would be but a rela- 
tively mild step in the right direc- 
tion, although psychologically help- 
ful. 

Naturally, nobody can guarantee 
that revision of business-retarding 
New Deal measures and _ policies 
would produce a great and automatic 
recovery. A surgeon cannot guar- 
antee that his patient will live if he 
cuts out a cancer that is threatening 
a vital organ—but he can guarantee 
what will happen if the cancer is not 
cut out! We—and the New Deal— 
have everything to gain by offering 
positive inducements to private in- 
vestment and speculation, and noth- 
ing to lose. 

If the gentlemen in Washington 
would stop trying to make our capi- 
talist-democracy work and simply let 
it work there is a much better than 
even chance that we could work our 
way back to the main road of prog- 
ress from which this country has now 
been detoured for the period of the 
last ten vears. 





Imperial Oil Limited 
Dividend 


NOTICE TO SHAREHOLDERS AND THE 
HOLDERS OF SHARE WARRANTS 


NOTICE is hereby given that a semi-annual 
dividend of twenty-five cents (25c) per share 
and a special disbursement of thirty-seven and 
one-half cents (3744c) per share, both in Cana- 
dian currency, have been declared and that the 
same will be payable on or after the 1st day of 
June, 1939, in respect to the shares specified 
in any Bearer Share Warrants of the Company 
of the 1929 issue upon presentation and delivery 
of Coupons No. 51 to any Branch of: 


THE ROYAL BANK OF CANADA, in Canada. 


The payment to Shareholders of record at the 
close of business on the 16th day of Mag, 1989. 
and whose ehares are represented by Registered 
Certificates of the 1929 issue, will be made by 
cheque mailed from the offices of the Company 
on or before the 31st day of May, 1939. 


The transfer books will be closed from the 
17th day of May to the 31st day of May, 1939, 
inclusive, and no Bearer Share Warrants will be 
“split”? during that period. 

The Dominion of Canada imposes a tax of 5% 
deductible at the source on all non-residents of 
Canada in respect of dividends received by such 
non-residents from Canadian debtors. This tax 
will be deducted from all dividend cheques 
mailed to non-résident shareholders and _ the 
Company’s Bankers, when paying the dividend 
on presentation of coupons belonging to non- 
resident shareholders, will deduct the tax on 
presentation of the coupons. Ownership certi- 
ficates must be presented with all dividend cou- 
pons owned by residents of Canada and pre- 
sented for payment. 

A credit for the 5% Canadian tax so with- 
held is allowable to shareholders resident in th 
United States against the tax shown on their 
United States Federal Income Tax Return. To 
enable such credit to be claimed, the United 
States Tax Authorities require the receipt or 
certificate of the Canadian Commissioner of 
Income Tax for such payment. To obtain such 
receipt the United States shareholder must sub- 
mit, at the time of cashing his dividend coupon, 
an ownership certificate on Canadian form #601. 
Form #601, if not available at local United 
States Banks, can be secured on request from 
the Company’s office or at any branch of The 
Royal Bank of Canada, in Canada. 


BY ORDER OF THE BOARD. 
F. E. Holbrook, Secretary. 


56 Church Street, Toronto, Ontario. 





INTERNATIONAL PETROLEUM 


COMPANY, LIMITED 
Notice to Shareholders and the Holders 
of Share Warrants 


_NOTICE is hereby given that a semi-annual 
dividend of 75c per share and a special disburse- 
ment of 25c per share, both in Canadian Cur- 
rency, have been declared. and that the same 
will be payable on or after the 1st day of 
June, 1939, in respect to the shares specified 
in any Bearer Share Warrants of the Company 
of the 1929 issue upon presentation and de- 
livery of coupons No. 51 at:— 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch 
Toronto, Cana 

The payment to Shareholders of record at the 
close of business on the 19th day of May, 1939. 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company 
on _the 3lst day of May, 1939. 

The transfer books will be closed from the 
20th day of May to the Ist day of June, 1939, 
inclusive, and no Bearer Share Warrants will 
be “split’’ during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 5% shall be 
imposed and deducted at the source on all div- 
idends payable by Canadian debtors to non- 
residents of Canada. The tax will be deducted 
from all dividend cheques mailed to non-resi- 
dent shareholders and the Company’s Bankers 
will deduct the tax when paying coupons to or 
for account of non-resident shareholders. Own- 
ership Certificates must accompany all dividend 
coupons presented for payment by residents of 
Canada. 

Shareholders resident in the United States 
are advised that a credit for the Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal Income 
Tax return. In order to claim such credit the 
United States tax authorities require evidence 
of the deduction of said tax, for which purpose 
Ownership Certificates (Form No. 601) must be 
completed in duplicate and the Bank cashing 
the coupons will endorse both copies with a cer- 
tificate relative to the deduction and payment 
of the tax and return one Certificate to the 
shareholder. If Forms No. 601 are not avail- 
able at local United States banks, they can be 
secured from the Company’s office or the Royal 
Bank of Canada, Toronto. 

By order of the Board, 

J. R. CLARKE, Secretary. 

56 Church Street. Toronto 2, Canada 

9th May, 1939 
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Safeway Stores 





(Continued from page 129) 


Safeway this year has an opportu- 
nity to make its best showing since 
1931, when the common stock 
earned $6.17 a share. 

Safeway Stores common stock, on 
which dividends have been main- 
tained without interruption since 
1927, is currently quoted around 38, 
at which levels the yield based on 
the 50-cent quarterly dividend is 
better than 5%. The substantial 
margin of recent earnings over divi- 
dends lends speculative interest to 
the possibility of a larger dividend 
later this year. The shares may be 
conceded only moderate possibilities 
for price appreciation but from the 
standpoint of earnings stability and 
dependable income they would ap- 
pear to have considerable in their 
favor. 





Trend of Our Economy 





(Continued from page 120) 


Gesellschaft of Berlin had cameras 
to sell; Berea y Cia. of Rio de Janeiro 
was a buyer. The German firm of- 
fered the better bargain, made the 
sale, received milreis and sold them 
for marks which were then free to 
buy the metal and glass and leather 
anywhere in the world with which to 
make more cameras. 

Today the American firm is car- 
rying on its business in the old way. 
but its stiffest competitors are not. 
Where Jones & Co. formerly com- 
peted with a German firm of size 
and strength comparable to its own, 
it must now compete with the Ger- 
man Government. Where formerly 
marks and milreis and dollars were 
freely interchangeable and the em- 
phasis was on the goods offered and 
their price, it is now more apt to be 
upon the instruments of payment— 
the available exchange. Where for- 
merly Jones & Co. wanted most of 
all a profitable transaction and its 
German competitor had the same 
objective, the latter is today likely 
to be more interested in what the 
payment for the cameras will buy 
than in whether the deal results in 
a profit or not. Where the American 


might have encountered consider. 
able trouble in his selling due to 
cheaper labor costs in a competing 
country, he now has that and many 
other obstacles to fight. The deal 
may have been arranged through 
the ambassadors of the two coun- 
tries or even through their military 
staffs. If Jones closes it he knows 
that it makes the next sale harder 
because the power behind his con- 
petitor is determined to build up 
foreign exchange credits at almost 
any cost. 

To compete with the rest of the 
world over any length of time on 
the fairest terms would have one 
disturbing consequence. Unless we 
could maintain permanently our su- 
periority in productive methods and 
efficiency, we should be obliged to 
bring our standards into conformity 
with theirs. When Germany sells 
through her bilateral trade agree- 
ments at a loss it is at the cost of 
her standard of living, which has a 
highly theoretical sound, but in 
practical application means nothing 
more nor less than a lack of food 
supplies. 

Unless we are prepared for an era 
of high-tension belts we should not 
dispute with her the right to do 
business on a loss basis. Interna- 
tional economic conditions are be- 
yond our control unless we are actu- 
ally greater than we thought our- 
selves in 1929. The sanest course Is 
to admit our helplessness in the face 
of a world gone haywire and reduce 
our dependence upon tt. 

We have shown surprisingly little 
willingness, for a supposed nation of 
individualists, to follow our reason- 
ing through. The majority of us 
agree that short of crimes or torts 
the best results for the community 
will be attained if we each concen- 
trate on the best course for our i0- 
dividual business. Yet when it comes 
to international affairs we attempt 
to solve the problems of the world 
in the hope that our standard of 
living can be the bootstrap that will 
lift all others to the same level. We 
want free trade because that is the 
admittedly perfect ideal. We com- 
promise between the ideal and the 
practical in our own individual af- 
fairs but fail to see the necessity of 
doing the same thing in our coul- 
try’s. Even economists, who live by 
disagreeing with one another, have 
long been unanimous in the feeling 
that selfish interest on the part of 
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each nation in its own welfare, pro- 
vided it is wisely and calmly di- 
rected, is the best guidance for the 
| world as a whole. 
' What is said here would seem to 
condemn with meager reservations 
' Secretary Hull’s efforts at restora- 
tion of world trade through individ- 
ual agreements. It would be unkind 
to call his idea another “noble ex- 
periment” because actually there is 

a chance that it will work. The fig- 
ures shown in the accompanying 
table indicate that it has already 
worked in certain areas. But the 
question ef what we are gaining in 
each country over the long run is 
not answered by these figures, and 
it will not be answered until we see 
an end to this idea of “trade or 
else.” Gangsterism in international 
commerce is new to us, but old to 
history, and we should let nothing 
blind us to the dangers of being 
gentlemen in the midst of thugs. 
Three centuries ago Hugo Grotius, 
the Dutch authority on interna- 
tional law said: “Not only is each 
commonwealth kept together by 
good faith, but that greater society 
of which nations are the members. 
If faith be taken away, the inter- 
course of men abolished.” To 
which the writer would add—*“Those 
who moderate their faith before its 
taking away have the double satis- 
faction of vanity in their prediction 
and profit in their action.” 

To students of history all that 
need be said is: look over the causes 
of your list of wars of the last twenty 
centuries. Some were in personal 
causes; almost all were in support 
of this idea of foreign trade. When 
they ended both sides were so im- 
poverished as to be negligible fac- 
tors in trade for decades after. Adam 
Smith, the great free rade advocate, 
who would turn over after two and 
i half centuries in his grave if he 
could hear his words being turned 
to isolationist use, had this to say: 
‘There is another balance very dif- 
ferent from the balance of trade, and 
which, according as it happens to be 
tither favourable or unfavourable, 
necessarily occasions the prosperity 
or decay of every nation. This is 
the balance of the annual produce 
and consumption. If the exchange- 
ible value of the annual produce 
‘xeeeds that of the annual consump- 
lion, the capital of the society must 
imually increase in proportion to 
this excess. This balance of produc- 
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tion and consumption is entirely 
different from, what is called, the 
balance of trade. It might také place 
in a nation Which had no foreign 
trade, but which was entirely sepa- 
rated from all the world.” 

Slump, war, or famine abroad 
should mean no more to us than does 
the rarely heard term pestilence. The 
nation has learned how to insulate 
itself from some of the ills that afflict 
the older countries. The next lesson 
is to be in economics—or worse, an- 
other lesson in war. Let us hope 
that we shall not find it necessary 
to sacrifice more lives before we 
realize that this country has all the 
elements of greatness and of civili- 
zation in the highest sense within 
itself. 





Answers to Inquiries 





(Continued from page 143) 


American Rolling Mill would ex- 
perience a sharp come-back in its 
business, since its products enjoy 
Wide diversity of demand. The ac- 
quisition to which you refer has con- 
siderably increased ore reserves of 
the company and thereby strength- 
ened its long range position, but 
would not appear of much immedi- 
ate earnings significance. 





Celanese Corp. 


Do you counsel retention of Celanese Corp? 


My 100 shares cost 401%. Is substantial price 
appreciation due for this stock with earnings 
for the first three months of this year more 
than ten times the 1938 first quarter? Is 
the company’s Celluloid affiliate sharing in 
the big demand for plastics?—F. A.. Wash- 
ington, D. C. 


The expanding use of acetate 
varns and materials gives every evi- 
dence of continuing and as a leading 
producer in the field, Celanese Corp. 
may be expected to obtain its share 
of available business. Last year, the 
company sold privately $10,000,000 
of debenture bonds maturing in ten 
vears and bearing interest at 444%, 
in addition to a readjustment of its 
bank loans of which there was a re- 
tirement of $4,500,000 and a new 
serial loan negotiated for $5,000,000. 
These funds are being used by the 
company to further strengthen its 
competitive position through the 
modernization of existing plants and 
for additional new plant capacity. 
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MOTOR WHEEL 
CORPORATION 


Dividend Notice 


Lansing, Michigan 
May 10, 1939 


The Board of Directors today 
declared a quarterly dividend of 
forty cents (40c) per share on the 
common stock payable June 10, 
1939, to alia ef record at 
the close of business May 20, 
1939. 
C. C. Carlton, 


Vice-President and Secretary. 




















UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
May 11, 1939, declared a dividend for the second 
quarter of the year 1939 of 50c a share on the 
Common Stock of Underwood Elliott Fisher 
Company, payable June 30, 1939, to stockhold- 
ers of record at the close of business June 12, 


1939. 
Transfer books will not be closed. 
Cc. S. DUNCAN, Treasurer. 





BOOKS... 


For the Businessman 





SURVEY AFTER MUNICH 
HUTTON, GRAHAM 
Little, Brown $2.50 

Future position of Central Europe and Balkan 
states treated in relation to new economic set- 
up resulting from German absorption of Aus- 
tria and Czechoslovakia, and the policies of the 
Western Powers for preserving peace. 


>?e«« 


ADJUSTING YOUR BUSINESS TO THE 
NEW LEGISLATION 

Tax Research Institute of America, Inc. $12.75 
A loose-leaf handbook explaining the Wage- 

Hour Law, Labor Relations Act, Robinson- 

Patman Act, and other state and federal laws, 

with specified recommendations for compliance 

with these and various measures. 


> r>e<¢ 


REORGANIZATION OF NATIONAL GOV'T 
LEWIS MERIAM AND LAURENCE 
SCHMECKEBIER 
Brookings Institution $2.00 
Presents a general analysis of possibilities 
and limitations of proposed types of reorganiza- 
tion with suggestions for sound organization, 
economy, and efficiency. 


»>>e«« 


NATIONAL INCOME IN THE UNITED 
STATES 1799-1938 

ROBERT MARTIN 

National Industrial Conference Board $3.50 
A very complete estimate of national income 

over a period of 140 years, broken down both 

as to kind and nature of origin. 


»»>e«&« 


COMMODITY YEARBOOK 1939 
Commodity Research Bureau $7.50 

Statistics and charts on production, con- 
sumption, supplies, prices, etc. for 50 individual 
commodities. Also contains 9 compact surveys 
on factors influencing Commodities. 


These books may be obtained through The 
Magazine of Wall Street book service. 


155 





While the obligations thus created 
suggest a conservative dividend pol- 
icy with respect to the common, the 
management apparently _ believes 
that the added plant capacity will 
ultimately find reflection in the earn- 
ings picture and thereby react to the 
benefit of common stockholders. As 
you know, earnings for the full year 
1938 fell below those for 1937, hav- 
ing equalled 26 cents a share on the 
common stock, after preferred re- 
quirements, against $2.04 a share on 
the junior equity in the preceding 
year. Improved conditions in the 
first quarter of the current year en- 
abled the organization to report a 
profit of $1,336,714, equivalent to 71 
cents a share on the common against 
$114,274, or a common share deficit 
for the like 1938 interval. In view 
of this favorable showing, coupled 
with the promising longer term out- 
look for both acetate fabrics, its 
principal line, and plastics through 
the controlled Celluloid Corp., we 
feel that the stock should stage a 
good come-back once general mar- 
ket conditions improve. 


Electric Boat Co. 


Do you regard Electric Boat as an out- 
standing low priced armament beneficiary? 
Am I correct in holding for appreciation 150 
shares bought at 15? Are the company’s 
schedules of submarine production for the 
United States Government being increased? 
Is the company’s pleasure craft division be- 
ginning to show substantial earnings now that 
the Spring and Summer boating season is at 
hand?—T. J., Syracuse, N. Y. 


Electric Boat Co., as the only pri- 
vate company equipped to build 
submarines in this country, is natu- 
rally in a position to benefit from the 
naval expansion program, although 
profits on this type of business are 
limited. Nevertheless, the manage- 
ment has announced that full capac- 
ity is being used currently and that 
this condition probably will continue 
through 1940. Last year, the com- 
pany reported earnings equal to 75 
cents a share on the 752,726 shares 
of capital stock outstanding, against 
67 cents a share for 1937 and with 
full utilization of facilities this year, 
the showing for the year as a whole 
should be at least moderately bet- 
ter. Financial condition of the or- 
ganization at the last year-end was 
strong, with current assets, includ- 
ing $3,544,001 cash and marketable 
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securities, amounting to $7,292,443, 
as against current liabilities of $564,- 
516. Hence, it should be possible to 
continue dividends at the 60-cent 
rate. As a matter of fact, prospects 
currently for future business are 
such that a higher rate would not 
be unexpected, although it is well to 
bear in mind, as pointed out above, 
that with profits limited on the 
United States Navy work and with 
this accounting for the major por- 
tion of the company’s activity at 
the present time, earnings doubtless 
will continue to be featured by sta- 
bility rather than any sharp im- 
provement. As for the pleasure 
craft division of the company, this 
doubtless will continue to be re- 
stricted by the generally subnor- 
mal level of luxury buying and 
until the general business situa- 
tion registers considerable improve- 
ment it is doubtful if this branch 
of the business will contribute 
more than a nominal amount to 
earnings. In view of the prospects 
for its submarine division and the 
likelihood that orders will continue 
in good volume as long as the pres- 
ent world tension continues, the 
stock would seem to offer fair specu- 
lative possibilities at existing levels 
and retention is advised . 





Purity Bakeries Corp. 





(Continued from page 140) 


corresponding period a year ago, net 
of $186,305 was equal to 24 cents a 
share. In short, current earnings 
have registered a gain of more than 
100%. 

Purity Bakeries Corp. is engage: 
in the production and distribution 
of bread, cakes and related products 
in a number of large cities located in 
the East, Mid-West and South. 
There are several factors which made 
rossible the conspicuous improve- 
ment in earnings in recent months. 
First, prices of the company’s princi- 
pal raw materials, flour and sugar, 
have remained low with a corre- 
sponding lengthening in the com- 
pany’s profit margins. Moreover, 
an internal rehabilitation program 
has resulted in the closing of several 
unprofitable retail units and_ sales 
in recent months have responded to 
increased employment and _ gener- 
ally improved public purchasing 


power. As the prospect now 
pears, there is a scant chance th 
the effectiveness of these sevey 
factors will be seriously reduced | 
the months ahead. Preceding tf 
771,476 shares of common stock am 
$5,800,000 in 5% debentures an 
subsidiary preferred and minority 
interest tatoling $3,328,805. At th 
end of 1938, the company reporte 
current assets, including $2,869.49 
cash, of $4,162,958 and _ curren 
liabilities of $1,547,882. Dividend 
paid on the common stock last yeg 
totaled $1 a share and thus far 
year a total of 40 cents has begq 
paid, the most recent disbursement 
being at the rate of 25 cents a sham, 

In relation to prospects, the shares 
recently quoted around 15, would 
appear to possess interesting speci 
lative possibilities among low-price 
issues. 


a 





As I See It 





(Continued from page 111) 


conquest of Poland has slowed 
the Nazi program. At the same 
time they find their axis partner dig 
contented and demanding acti 
assistance in the Mediterranean 

reward for passive acquiescense ¢ 
Nazi conquest elsewhere. q 

The treaty between England and 
Turkey—the entrance of Russia ¢ 
the side of France and England 
the refusal of Japan to enter a milk 
tary alliance with the axis powers 
may indicate that the peak of Na 
power has been seen. 

There is another psychological fae 
tor which I consider important I 
gauging what the Nazis intend 
do: that is, the fact that the Nai 
leaders have individually so feath 
ered their nests by acquiring Va 
properties, that they will not taki 
the risk of losing them, as they mos 
certainly would in the event off 
losing war. They are in the positi¢ 
of the “haves,” and therefore on 
defensive, with their personal inté 
ests affecting the national progral 

Hence there has ensued a whole 
some period of delay. The danger 
a spring offensive is lessened, 
harvest period having begun 
southern Germany. The peace @ 
the world seems reasonably safe uh 
til July and perhaps for a considé 
able time after that. 
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